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THE SUBSTATION-ORIENTED SKILLS of up to 35 technical 
experts are included in the purchase price when you buy 
substations as factory-built units. You get the skills of these 
people. . 

e Test engineers e Application engineers 

e Wiring technicians e Welders 

e Design engineers e Materials researchers 

e Installation engineers e Draftsmen 

and many others—without adding a man to your 

payroll. General Electric Company, Apparatus Sales Divi- 
sion, Schenectady 5, New York. 512-23 
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HOW THESE INSTALLATIONS 


Jersey Central Power & Light Company’s E. H. Werner Station. Here the success of the B&W Cyclone 
Furnace Boiler, the first installed in the East, has led to the purchase of two more boilers. 


he B&W Cyclone Furnace..:-: 
eee coal 


A Modern, Economical Way 
to Burn Fuel for Power 


é 


Niles Station of Ohio Edison Company where two B&W Cyclone Furnace Boilers have been in operation since 1954. 
PUBLIC UTILITIES FORTNIGHTLY—APRIL II 
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oe rst Cyclone Furnace Boiler was ordered by Commonwealth Edison Company in 1944. Since 
a his utility has purchased 15 more units, six of them for the Ridgeland Station shown here. 
ilers. . 


PURCHASERS OF 
THE B&W CYCLONE FURNACE 


he B&W Cyclone Furnace simplifies the entire process 
Number of 


f coal preparation, combustion, ash handling and | FOR CENTRAL POWER Cyetenn Peumes 
sh segregation. Its cost-saving quality contributes to STATIONS Boilers 
pwer fuel costs and reduced maintenance as well as Penson ne a ae 
creased operational simplicity, flexibility and safety. orci eet ee pln 
Itl i _ Columbus & Southern Ohio Electric Co. 
Although the B&W Cyclone Furnace operates simply penne se alam 
nd dependably on either oil or gas, it is particularly Consumers Public Power District 
ffective in utilizing inexpensive, low-grade coals. Its D eg me 
. . S letroi ison 3 
apid combustion burns the coal more completely and | Indiana & Michigan Electric Co. 
perates with low excess air. Most of the ash is melted Jersey Central Power & Light Co. 
. * nea Memphis Light, Gas & Water Division 
D slag right in the Cyclone Furnace, where it is easy Middle South Utilities, Inc. 
D handle and dispose of. The slag cleaning and fly-ash Missouri Public Service Co. 
e : ° Monongahela Power Co. 
roblems so prevalent with other types of firing are Northern Indiana Public Service Co. 
onsequently alleviated. Ohio Edison Co. 
5 7 Ohio Power Co. ; 
Many other modern advances in combustion and Public Service Co., of New Hampshire 
et ae Oe : Tampa Electric Co. 
igh pressure, high temperature steam generation are United Thenieding- Ch. 
vailable through B&W. Write for further informa- Wisconsin Power & Light Co. 
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wth the Cocleters 


7 has been less than eight decades since 
mankind witnessed for the first time 
the miracle of controlled man-made elec- 
tric light. This was the clean, bright, 
flameless illumination brought forth in a 
“sealed bottle’ by the genius of Thomas 
Edison at the birthplace of the incandes- 
cent electric light bulb at Menlo Park, 
New Jersey. Almost overnight the whole 
world was aware that this new “genie in 
a bottle” had been made a servant of the 
human race, with unlimited powers and 
untold strength for the conservation of 
human energy and the constant improve- 
ment of living standards. 


QUICKLY, also, it was discovered that 
this new servant had other magical quali- 
ties beside artificial illumination. Step by 
step a whole galaxy of efficient, inexpen- 
sive appliances for industry and the house- 
hold and the farm were perfected and dis- 
tributed widely. Motive power, heating, 
measuring, signaling, recording, as well 
as lighting, were among the duties given 
to the new servant. And now a new po- 
tential is being realized—electronics— 
which began with the X-ray and the radio 
and developed into TV and radar and the 
so-called electric brain. 


© Photo by Samuel Cooper 
ROBERT W. ROSEN 


GEORGE M. GADSBY 


But what has been the trend in the ef- 
fective use of electricity consumed and 
manufactured? In our dynamic society it 
is often assumed that the productivity of 
electricity is constantly increasing. It may 
surprise many, however, to learn that the 
productivity of electricity in manufactur- 
ing operations in the United States actual- 
ly declined by one-fourth between 1947 
and 1955. Stated in another way, 31 per 
cent more electricity was required in 1955 
by American industry than in 1947 to pro- 
duce an equivalent volume of output. 


HAT could account for this unex- 

pected decrease in productivity? In 
the opening article in this issue we present 
a careful analysis of statistical data gov- 
erning these trends and find that the in- 
crease in the use of electricity per unit of 
productive output was caused by continu- 
ous shifts in work loads from labor to 
electric power. This study emphasizes an- 
other of the important contributions 
which the electric industry makes to the 
general welfare. 


THE author of this leading article is 
Dr. Rospert W. Rosen of Brookline, 
Massachusetts, whose professional back- 
ground includes: market research director 
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You get delivery in just 8 weeks on 


'M standard-desion medium transformers” 


*\ on-standard medium transformers (501 to 7500 kva, 69 kv and below) require 12 weeks shipping time. 
416-21 


General Electric Co., Schenectady 5, New York. 


Progress /s Our Most Important Product 


GENERAL @@) ELECTRIC 


PAGES WITH THE EDITORS (Continued) 


is 
THOMAS C. CAMPBELL, JR. 


of Modern Materials Handling; director 
of managerial economics at  Plasteel 
Products; and lecturer, graduate faculty, 
University of Pittsburgh. Dr. RosEn’s 
degree of Doctor of Philosophy comes 
from that institution. His Bachelor of 
Arts comes from Colby College. Some of 
his previous publications are : “The Indus- 
trial Market for Power Cranes”; “Labor’s 
Contribution to Rising Steel Prices” 
“The Market for Industrial Trucks”; and 
“Cost Guides to Management Planning.”’ 
T has been over forty years since 
GrorGE M. Gapssy, chairman of the 
board of the Utah Power & Light Com- 
pany (whose article begins on page 511), 
started in electric utility business as as- 
sistant to the president of West Penn 
Power Company. One of his most out- 
standing recollections is that of the Bat- 
tle of Giant Power which occupied the 
political scene at that time. This was one 
of the first major moves in the attempt 
to socialize on a state basis the backbone 
of the electric power industry. Some of 
the men whose names were associated 
with the giant power conception remained 
consistent in their efforts to establish gov- 
ernment ownership. 


Mr. Gapssy was born in Collinwood, 
Ohio, in 1885, the son of a Congregational 
minister. He graduated from Marietta 
(Ohio) College in 1906 (BA, Magna cum 
Laude; MA, ’07) and then was educated 
as an electrical engineer at Massachusetts 
Institute of Technology (BS, ’09) and 


8 


was awarded an honorary degree of Doc- 
tor of Engineering by the University of 
Pittsburgh in 1941. As he states in his 
article, he has been associated with the 
utility industry throughout his business 
career, and in 1954 retired as president 
of the Utah Power & Light Company, 
after heading that company for a quarter 
of a century. He is a former president of 
the Edison Electric Institute, past director 
of the National Association of Manufac- 
turers, past president of Salt Lake Rotary 
Club and of the Community Chest of Salt 
Lake City. 


be many years public utility franchises 
have been a source of controversy and 
litigation. From the early history of 
franchise grants many have been exclu- 
sive—meaning that all competition was 
eliminated in the service area. Subse- 
quently, the franchise was an important 
instrument of regulation until it was su- 
perseded by commission regulation. But 
the franchise still serves an important 
function in stating the contractual rela- 
tionship between the public utility and the 
municipality or other government area is- 
suing the franchise and the terms of the 
utility’s occupancy. In connection with 
the levying of local taxes on local cus- 
tomers, reference might be made to an 
article in the “Progress of Regulation” 
department of Pusiic UTILities Forrt- 
NIGHTLY, October 27, 1955, at page 755. 


Dr. THomas C. CAMPBELL (whose 
article on what happens when a utility 
company’s franchise expires begins on 
page 516) is associate professor of eco- 
nomics and assistant dean of the College 
of Commerce, West Virginia University. 
He was born in Virginia and graduated 
from Lynchburg College (AB, ’42). He 
received his PhD from the University of 
Pittsburgh in 1948. During World War 
II he was in the Navy as an officer of the 
Supply Corps. 


THE next number of this magazine will 
be out April 24th. 


Fic Calin. 
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THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 


Vast growth of the Utility Industry 
has had its share of financial complexities. 
However, close to the pulse of the finan- 
cial world and to the Industry itself, our 
specialists continue to reach ahead with 
new and sound approaches. 

Whether an undertaking of capital plan- 


ning, financing, or cultivation of the finan- 
cial community—our Analytical Studies, 
Seminars and Round Tables may prove 
valuable aids to your company’s future. 

For more information, call Public Util- 
ities Department at Digby 43500 or 
write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $130,000,000 


‘iCHARD H. West, Chairman of the Board 


Total Assets over $1,500,000,000 


Georce A. MurPHy. President 


Public Utilities Department—Joun F. Crips, Vice President in Charge 


MEMBER “EDERAL DEPOSIT INSURANCE CORPORATION 





Coming IN THE NEXT ISSUE 


(April 24, 1958, issue) 


* 


A NEW LOOK AT CUSTOMER UNDERSTANDING 


Rallying consumer support against public ownership in the utility field is a serious but 
practical problem which the electric utility industry must face if its survival as part of 
the enterprise system is to be secure. Kimball |. Jack, vice president, Washington Water 
Power Company, has been struggling with this problem for years. Now he has put to- 
gether his observations in the form of an article suggesting definite techniques for 
mobilizing customer understanding of the public ownership problem. This author takes 
the position, of course, that ownership and operation of public utilities by business- 
managed, investor-owned companies are to the real advantage, not only of the utility 
customers, but the taxpayers at large. This is essentially an ‘'how-to-do" article by a 
utility public relations expert who has been doing this work on a particularly sensitive 
firing line of public ownership for some time. 


STATE LABOR LEGISLATION FOR PUBLIC UTILITIES’ DISPUTES 


Mediation in labor disputes means the intervention of a third party without compul- 
sory powers, who seeks to persuade the parties to reach a settlement. A required 
mediation would mean that the parties to a labor dispute in an essential industry, 
such as a public utility, must submit their negotiating proceedings to a board of medi- 
ation or a mediator. Compulsory arbitration, however, means that the state law re- 
quires the parties to a labor dispute to submit the dispute to an arbitrator or board 
of arbitration whose decision is binding by law on both parties. Richard F. Heiges, 
presently a social studies teacher in the Columbus, Ohio, high school system, has worked 
with the Ohio Legislative Service Commission and has made a special study of both 
mediation and arbitration as approaches to settling utility labor disputes. His article is 
an objective comparison of these two methods. 


MEASURING THE YARDSTICKS 


The Tennessee Valley Authority this year celebrates its twenty-fifth birthday. It is now 
a quarter of a century since it was hailed by the late President Franklin D. Roosevelt 
as a ‘'yardstick''—presumably for the-measurement of electric rates and electric utility 
operations in other areas of the country. The authority was also, of course, expected to 
perform various other directly governmental functions and has done so, more or less, 
in the succeeding years. It has been the quantitative performance and the cost factor 
of the TVA electric power production, which have brought the so-called ''yardstick"' 
concept into dispute. John C. Mellett, former utility publicist of Indianapolis, Indiana, 
has given some thoughttul attention to what has happened to this yardstick concept. 
What are the other standards and qualitications besides electric power rates by which 
TVA performance can be judged today? 


* 


Al sO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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“I do not exclude the 


intelligent anticipation 


of facts* 











even before 














they occur.” 
—CURZON 








*Rate Commissions will 
consider them too 


R&S HAS THE KEY to “intelligent anticipation of facts’ upon which rate increase 
applications can be solidly based—continuing monthly rate analyses, delivered in plenty 
of time for a ‘forward instead of a backward look’. 
The difference can be great in return on invested capital (which now should be 
614—7%) and in more favorable terms when seeking new capital for expansion. 
R &S “One Step” Method of Bill Analysis 
is simplicity itself to put into operation—we do 
all the work in our office on the machine illus- 
trated below (exclusive with R & S). The cost 
is infinitely lower and faster than by any other 
method. 
We would like to send you the complete 
story—a request to Dept. P-1 will bring you the 
booklet “THE ONE STEP METHOD OF 
BILL ANALYSIS’—no obligation of course. 


RECORDING & 
STATISTICAL CORP. 


100 SIXTH AVENUE 


R . YG 
i Nilo) NFAY 10) si) 4.0141 © = poe en leek 





CCukde CEaeke 


“There never was in the world two opinions altke.” 


James MusSATTI 
General manager, California 
Chamber of Commerce. 


Rocer M, BLouGcH 
Chairman of the board, United 
States Steel Corporation. 


RAYMOND MOLEyY 
Columnist. 


WILLIAM H. GriMEs- 
Editor, The Wall Street 


Journal 


CuarLes H. WEAVER 
Vice president, Westinghouse 
Electric Corporation, 


Rosert C. Tyson 
Chairman, finance committee, 
United States Steel 
Cor poration. 


SAMUEL B, PETTENGILL 
Former member of Congress. 


—MONTAIGNE 





“The four great principles of this nation must be ex- 
ercised. They are education, religion, free enterprise, and 
the tenets of the Constitution and the Bill of Rights.” 


e 


“The inadequacy of depreciation recovery allowed by 
the tax laws . .. [replacement costs of facilities are three 
to six times those of 1940] is an indisputable fact that 
the tax laws do not recognize.” 


¥ 


“Competitive enterprise is the handmaiden of 
democracy. It is also the catch phrase of speech makers 
and the abused word for many who wish to take the 
name of free enterprise in vain.” 


¥ 


“We have in Congress a tightly knit group which 
seems to go on the principle that any attempt to hold 
down federal expenditures is an error; that the pros- 
perity and the well-being of the nation depend on an 
almost unrestricted outpouring of funds from the Treas- 
ury.” 

¥ 


“The outlook for fossil fuels is indeed dark. Before 
the end of the century the supply of coal, petroleum, and 
natural gas will be depleted to the point that they can 
no longer furnish our energy needs, Nuclear power offers 
the only practical alternate to fossil fuels for meeting our 
energy requirements, . . . It is quite conservative to esti- 
mate that electric-generating capacity in the United 
States in 2000 will be four to seven times that of today.” 


So 


“,, the only durable hope of ever lightening the total 
burden of government must come from a constant and 
insistent public demand that any government waste and 
inefficiency be driven out, and that the true job of gov- 
ernment is to defend and to govern the nation—and very 
little else, let alone to engage in an incentive-destroying 
redistribution of the people’s income, There should, in- 
stead, be a release of productive incentives so that real 
income may grow rapidly and thus relatively lighten the 
tax burden.” 

* 


“From the beginning of our nation, we have relied on 
competition to govern market prices. Under this prin- 
ciple we have attained the highest level of living in the 
history of the world. With only a few exceptions, oc- 
curring in time of war, or in connection with public 
utilities, have we attempted to regulate prices by gov- 
ernment authority. Freedom to compete has been the 
great regulator of prices and we have made competition 
mandatory with federal and state laws prohibiting 
monopolies, trusts, and combines to charge prices higher 
than a free market would permit.” 
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akes it possible—twenty-four hours a da 


) matter what time of day or night a call for serv- —and within 60 seconds after the call is comple ed 
comes in—KARDEX Customer Service Location the Meter Order Card is on its way to the dispatche: 
ord enables you to serve customers promptly and for action. . 
ien‘ly, Result? Maximum customer good will at To learn of the many advantages of this system 
himiim operating cost. for serving and satisfying, write for FREE illustra 2 
en a call for service is relayed to the clerk at folder “New Horizons In Public Service” to Roor 
> KARDEX cabinet containing the records of the 1413, 315 Fourth Avenue, New York 10, New York 
er, the facts are noted on both a Master and 9 J ff 
pter Order Card. Because the Meter Order Card 
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_ you buy cable... 


—take advantage of the unique properties of Kerite insulation. Let a Kerite engineer explain why no 
other cable can equal Kerite’s performance in actual service, dependability, and long-time economy. 
Kerite cables are designed for a variety of applications and operating conditions, and are available 
in forms and finishes best adapted to your requirements. Be sure. Specify Kerite. 


Our headquarters is at 30 Church St., New York 7. Branches in Ardmore, Pa., 
Boston, Cleveland; Chicago, Houston, San Francisco, Glendale, Cal. 


KERITE CABLE 


fo the KERITE That makes the Ay ference 
4 
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| wish we had more time 

anc personnel to prepare Design and Consulting 

‘or this rate case! Engineering Services 
Pioneer has specialized in 
designing power plants for 
: 56 years. It offers design 
Your staff is overloaded now. service for fossil fuel, hydro 
; Sadia and atomic plants. It will also 
Call in the specialists and assist in forecasting load 


let them carry the peak load. growth, in site selection, in 
purchasing and expediting 


HOW ABOUT PIONEER? a of equipment and in su- 

; pervising construction. 
Pioneer's other services in- 
clude substation, transmis- 
sion and distribution studies 
and design. 














Services in Regulatory 
Matters 
Pioneer offers its services 
in all phases of Federal, 
State and Local regulation 
including the rate base, 
depreciation analysis, cost 
of service studies, market 
analysis, certificate pro- 
ceedings and rate of return. 


CLS 












































Corporate Services 
Pioneer's services in corpo- 
rate matters include business 
and management engineer- 
ing advice, financial, ac- 
countingand taxcounsel and 
insurance and pension plans 
and programming. It oper- 
ates a stock transfer and 
dividend disbursement serv- 
ice and maintains stock 
ledgers when desired. 


NEW! 

On your letterhead, 
write for 40-page 
booklet, ‘‘Pioneering 
New Horizons in 
Power."’ Describes, 
illustrates Pioneer's 
engineering services, 
and corporate serv- 
ices, from financing to 
operation. 





| Pioneer Service 
GIVE YOUR NON-ROUTINE & Engineering Co. 


OPERATIONS TO PIONEER! ; 231 South La Salle Street 
Chicago 4, Illinois 
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It’s C-E’s Controlled Circulation Twin-Furnac 
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THE C-E CONTROLLED CIRCULATION TWIN-FURNACE BOILE% 


Presently there are 37 such units in service, under construction or on order. They rance 
in size from 200 to 500 mw with design pressures from 2050 to 2750 psi. The first urit 
went into service in November, 1954. At present there are seventeen units on the lin2. 
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FBETTER BIG BOILERS 


Boiler with Tilting Tangential Burners 






















EVER-BIGGER TURBINES ARE THE ORDER OF THE DAY... 





’ What this means to boiler design is obvious. Boiler circulation . . . superheat control 
... reheat control . . . expansion . . . structural size and design . . . the relationship of 
furnace volume and geometry to heat absorption surface. . . . accessibility . . . all are 
factors that caused C-E engineers to take a new, long, hard look at big boiler design. 
The result is the C-E Controlled Circulation Twin-Furnace Boiler with Tilting Tan- 

gential Burners. Here are some of its advantages. 


The principle of controlled circulation guarantees positive water supply to all 
boiler parts in both furnaces in exact accordance with their needs. 


Superheater and reheater surfaces are in separate furnaces — each fired by tilting 
tangential burners. Regardless of load, superheat and reheat temperatures can 
be controlled independently and accurately. 


S & 





The superheater furnace can be lit off independent of the reheat furnace and 
heated water can be circulated through both to establish equal expansion 
throughout. 


The reheat furnace can be lit off after the turbine is rolling and after steam is flow- 
ing through it. Thus protection of reheater surface during start-ups is assured. 


The volume of each furnace can be properly proportioned to the heating surface 
it contains without the use of internal dividing walls. All walls are accessible for 
cleaning. 


Lighter structural members can be used since load concentrations and spans are 
considerably reduced using two smaller furnaces in place of one extremely large 
one. 


Sgus & 





The facts itemized above tell only part of the story. For instance, C-E Controlled 
Circulation Boilers offer greater design flexibility, faster load response, steadier 
water level, shorter outages for maintenance, quicker start-ups and numerous other 
advantages. The C-E Tilting Tangential Burner exerts tight control over superheat 
and reheat temperatures and minimizes the use of spray water for desuperheating. 

In all, Controlled Circulation plus Twin Furnace Design plus Tilting Tangential 
Burners add up to the right answer for big boiler design. 








{} COMBUSTION ENGINEERING 


B-9544 
Combustion Engineering Building * 200 Madison Avenue, New York 16, N. Y. 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT * NUCLEAR REACTORS 
PAPER MILL EQUIPMENT © PULVERIZERS * FLASH DRYING SYSTEMS © PRESSURE VESSELS * SOIL PIPE 
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ENRICO FERMI ATOMIC POWER PLANT 


100,000 Kw Capacity 
Under Construction Near Monroe, Michigan 
: by 
POWER REACTOR DEVELOPMENT COMPANY 


and 
THE DETROIT EDISON COMPANY 


COMMONWEALTH ASSOCIATES INC. 
Architect-Engineer for the Reactor Plant 
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The Commonwealth Professional Engineering Organization 
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PROTECTING YOUR METER INVESTMENT... 









REGISTERS GIVE 
LOWEST COST 
DEMAND METERING 
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This mechanical register gives meter 
men accurate demand metering at a 
lower cost than with any other type 
of demand device. Low cost is vital 
now as more demand metering be- 
comes needed to meet the growing 
number of short-term, high-peak 


As. "@ 
99 PZ 


5 
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loads. That’s why meter men in 
increasing numbers are finding real 
savings by using General Electric 
demand registers. There are savings 
on costly inventories as high as 30% 
because with registers, any watthour 
meter can be quickly and easily con- 
verted to a demand meter as accurate as the watthour 
meter itself. Easy conversion of registers to different 
scale classes, ratings, and time intervals makes possible 
substantial savings in operating costs. Testing costs are 
lower too. Registers can be tested in the field—there’s 
no need for expensive shop testing as with other types 
of demand devices. General Electric Company, 


Schenectady 5, N. Y. 628-3A 


Progress /s Our Most Important Product 


GENERAL @ ELECTRIC 
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MEET A 
LONG-DISTANCE 
“OPERATOR” 


Automation helps offset rising costs 
of natural gas operations 


This man and his pushbuttons help contro] 
the flow of natural gas from remote fields to 
3,000,000 households—each using, on the 


average, 70% more gas than it did a deca le 


Automation contributes immeasurably to t T 
efficient and economic operation of the 

Columbia Gas System. Microwave, radio, jp!" 
telemetering equipment, remote controls fo 
regulators and compressor stations, and gial 
electronic computers are some of the mode 
instruments being used in the System. Othe 
machines automatically prepare payrolls, 


N 
dividend checks, and customers’ bills. 


Nation 
Columbia has put the modern miracle of Ele er 
automation to work for the more efficient Accoun 
distribution of the modern miracle fuel . .. 


natural gas. 
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COLUMBIA 
GAS 
SYSTEM 


120 EAST 41st STREET, NEW YORK 7, 


CHARLESTON GROUP: UNITED FUEL GAS COMPANY, AMERE GAS UTILITIES COMPANY, ATLANTIC SEABOARD CORPORATION, COLUMBIA GAS OF KENT JCKi 

VIRGINIA GAS DISTRIBUTION CORPORATION, KENTUCKY GAS TRANSMISSION CORPORATION... COLUMBUS GROUP: THE OHIO FUEL GAS COMPANY, THE 0: |0¥/ 

GAS COMPANY. . PITTSBURGH GROUP: THE MANUFACTURERS LIGHT AND HEAT COMPANY, COLUMBIA GAS OF NEW YORK, INC., CUMBERLAND AND /.LLEG 
GAS COMPANY, HOME GAS COMPANY...THE PRESTON OIL COMPANY 
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Thursday—10 
Microwave Research Insti- 


tute ends 3-day symposium, 
New York, N. Y. 


g 


Friday—11 
Pennsylvania AP Broad- 
casters Association begins 
meeting, Philadelphia, Pa. 


Saturday—12 


Southern Gas Association 
will hold annual conven- 
tion, Dallas, Tex. Apr. 28- 

30. Advance notice. 


Sunday—13 


Rocky Mountain Electric 
League begins spring con- 
ference, Denver, Colo. 





Monday—14 


National 
Electric 


Conference of 
and Gas Utility 
Accountants begins, Hous- 
ton, Tex. 


Tuesday—15 


North Dakota Telephone 
Association ends 2-day con- 
vention, Fargo, N. D. 





Wednesday—16 
American Water Works 
Association, Nebraska Sec- 
tion, begins annual meeting, 

Lincoln, Neb. 


Thursday—17 


Indiana Gas Association 
begins annual convention, 


French Lick, Ind. 





Friday—18 


rican Welding Society 
5-day annual welding 
and technical meet- 

ng, St. Lows, Mo. 


Saturday—19 
Petroleum Industry Elec- 
trical Association will hold 
annual meeting and exhibit, 
Dallas, Tex. Apr. 29-May 

1. Advance notice. 


Sunday—20 
American Water Works 
Association begins annual 
conference, Dallas, Tex. 


Monday—21 


Southeastern Electric Ex- 

change begins engineering 

and operations meeting, Bi- 
loxi, Miss. 





Tuesday—22 


raska Telephone Asso- 
on begins annual con- 
ention, Omaha, Neb. 


Wednesday—23 


Pacific Coast Electrical As- 
sociation, Administrative 
Section, begins 
meeting, Scottsdale, Ariz. 


Services 





Thursday—24 


Pennsylvania Electric As- 
Meter Commit- 
tee, begins meeting, Wer- 
nersville, Pa. 


sociation, 





Friday—25 


Liquefied Petroleum Gas 
Association will hold annu- 
al meeting, Til. 
May 4-7. Advance notice. 


Chicago, 

















Westinghouse Photo 


Five Million-volt Peek 


Bird's-eye view down through the interior of the 5.2 million-volt surge voltage 
generator in the Westinghouse Electric Corporation Transformer Division’s high- 
voltage test center at Sharon, Pennsylvania. 
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The Productivity of Electricity 


What effective use is made of electricity consumed in 

manufacturing? In our dynamic society it is often as- 

sumed that the productivity of electricity is constantly 

increasing. It may surprise many, however, to learn that 

the productivity of electricity in manufacturing opera- 

tions in the United States actually declined by one- 
fourth between 1947 and 1955. 


By ROBERT W. ROSEN* 


T is commonly thought that the produc- 
tivity of electricity’ consumed in man- 
ufacturing has been increasing stead- 

ily. Such expectations are reasonable 
deductions from known improvements in 
the distribution and application of elec- 


*Economic industrial research specialist, resident 
in Brookline, Massachusetts. For additional personal 
note, see “Pages with the Editors.” 

1 “Productivity of electricity” is the ratio of in- 
dustrial output to “general” electricity consumed in 
industry; i.e., excluding atomic, commercial, and 
other. Both series were obtained from: Federal Re- 
serve Board, Federal Reserve Board Bulletin, Octo- 
ber, 1956. 


tricity, and from continuing efforts on 
the part of consumers to reduce the cost 
of electricity per unit of output. Never- 
theless, the productivity of electricity in 
manufacturing operations actually de- 
creased by 24 per cent between 1947 and 
1955, the years when such data were 
available. Viewed differently, 31 per cent 
more electricity was required in 1955 than 
in 1947 to produce an equivalent volume 
of output. 

What could account for this unexpect- 
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ed decrease in the productivity of elec- 
tricity? Does it mean that managerial ef- 
forts to utilize electric power more effec- 
tively, were progressively unsuccessful? 
Or, did management deliberately engen- 
der such reductions in order to achieve 
more important objectives in some other 
areas? 

Answers to these questions may pro- 
vide useful insights for industrial ex- 
ecutives concerned with controlling pro- 
duction costs, for sales executives in elec- 
tric utility companies concerned with 
developing industrial markets for their 
product, and for those seeking a better 
understanding of managerial decisions 
affecting costs. 

The analysis consists of four parts. 
Part I briefly reviews adjustments in the 
productivity of electricity between 1947 
and 1955. Parts II and III analyze and 
explain the significance of those adjust- 
ments. Part IV concludes the analysis 
with a summary of findings. 


I. Trends 


anaes Industrial output per 

unit of electricity consumed declined 
steadily between 1947 and 1955: by 13 
per cent between 1947 and 1951; and by 
another 13 per cent between 1951 and 
1955, thus accounting for the 24 per cent 


decrease over the entire period. Decreases ~ 


were recorded in all but one of the seven 
observations, indicating the consistency 
of the downward trend as well as the 
likelihood of still further decreases, if 
past trends continue. 

Changes in the productivity of electric- 
ity obviously reflect differing rates of 
change in its numerator and denomina- 
tor: industrial output and the quantity of 
electricity consumed in manufacturing. 


APRIL 10, 1958 


Accordingly, attention now turns to these 
two variables. 


NDUSTRIAL OUTPUT AND ELECTRICITY 
ConsuMED. Comparing the terminal 
years 1955 and 1947, industrial output in- 
creased by 40 per cent and electricity con- 
sumed by 83 per cent. During the first 
four years, their increases were 21 per 
cent and 38 per cent, respectively, and, in 
the second four years, 16 per cent and 33 
per cent, respectively. Out of seven ob- 
servations, output advanced in six and the 
consumption of electricity in five. The 
two varied directly in all but one year. 

Four conclusions may be drawn from 
the data. First, decreases in the produc- 
tivity of electricity were almost always 
the result of increases in industrial out- 
put accompanied by still larger increases 
in the quantity of electricity consumed. 
Second, advances in industrial output 
seemed to require increases of twice as 
much in the supply of electricity. Hence, 
a steadily expanding supply of electricity 
may be required to underwrite future 
gains in industrial output, thus indicating 
the importance of the electric utility in- 
dustry. 

Third, changes in the level of industrial 
output may be used to anticipate the di- 
rection, but not the rate of change in the 
industrial consumption of electricity. Ef- 
forts to forecast the rate of change would 
have to consider adjustments in indus- 
trial output, as well as in the amount of 
electricity consumed per unit of output; 
i.e., the reciprocal of the productivity ra- 
tio. In this connection, it may be noted 
that each of these two variables accounted 
for about half of the 83 per cent increase 
in electricity consumed — thus providing 
one guide for estimating future consump- 
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The Effect of Hourly Cost Changes 


G6 \ i 71TH productivity held constant, changes in unit costs are measured 
by changes in hourly costs. Thus, unit wage cost would have risen 
by 50 per cent, and the cost of electricity per unit of output would have de- 


creased by 8 per cent. Applying the Mills formula shows that, under these 

circumstances, total unit cost would have increased by 10 per cent, or by 

nearly four times as much as the actual increase of 2.53 per cent. Thus, al- 

though swapping productivity adjustments did not actually succeed in re- 

ducing total unit cost, it did succeed in restraining the extent of the increase 

—itself a noteworthy accomplishment, considering the inflationary pres- 
sures of the 1947 to 1955 period.” 





tion levels. Fourth, the consumption of 
electricity is not always a reliable yard- 
stick of industrial growth, although it is 
often used in this manner. 


IT, Underlying Causes—First Stratum 


A profound explanation of these 

data may be gained once it is real- 
ized that productivity of electricity is part 
of a network of forces impinging upon 
output per man-hour, or labor productiv- 





ity. Specifically, changes in labor produc- 
tivity may be attributed to changes in the 
productivity of electricity or in the ratio 
of electricity to man-hours of employ- 
ment. This is readily demonstrated by the 
formula * 


2 Man-hour data were derived by dividing manu- 
facturing payroll (Department of Commerce, Sur- 
vey of Current Business, February, 1957, and Febru- 
ary, 1953) by average hourly wage earnings in 
manufacturing (Bureau of the Census, Statistical 
Abstract of the United States, 1957). 
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Output = Output xX _ Electricity 


Man-hours Electricity Man-hours 
Carrying forth the operations in the equa- 
tion shows that the factors on the right- 
hand side of the equation must account 
for all the changes in output per man- 
hour. Accordingly, investigations here 
may uncover the pressures underlying the 
receding trend in the productivity of elec- 
tricity, as well as its role within the larger 
framework of managerial decisions af- 
fecting costs. 

The analysis may well begin with a 
brief review of the course followed by 
these three variables. Output per man- 
hour increased by 36 per cent between 
1947 and 1955 as the.result of a 78 per 
cent increase in the ratio of electricity to 
man-hours and of a 24 per cent decrease 
in the productivity of electricity. During 
the first four years, the relative contribu- 
tions to the 17 per cent increase in output 
per man-hour were: 34 per cent by the 
electricity man-hour ratio; and minus 13 
per cent by the productivity of electricity. 
And, finally, a 16 per cent increase in la- 
bor productivity between 1951 and 1955 
was accounted for by a 32 per cent in- 
crease in the input ratio and a decrease of 
13 per cent in the productivity of electric- 


ity. 


HE trends in labor productivity and 


in the electricity man-hour ratio were 
distinctly positive, whereas those of output 
per unit of electricity were distinctly 
negative. The consistency of these rela- 
tionships is indicated by the fact that labor 
productivity varied directly with the for- 
mer in every period, and inversely with 
the latter in six of seven observations. 
Regarding rates of change, advances in 
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labor productivity were associated with 
decreases of somewhat similar magnitude 
in the productivity of electricity and with 
increases of nearly twice as much in the 
electricity man-hour ratio. Hence, all of 
the upward trend and shorter-term in- 
creases in labor productivity were ac- 
counted for by concomitant adjustments 
in the electricity man-hour ratio. 

But, increases in labor productivity 
were associated with increases of twice as 
much in the ratio. This suggests that part 
of the production burden, or work load, 
was shifted from labor to electric power. 
Such shifts would also account for the 
downward trend in the productivity of 
electricity, as well as for the similar but 
opposite rates of change in the two pro- 
ductivity indexes. 

Summarizing, decreases in the produc- 
tivity of electricity seemed to have been 
the result of managerial efforts to in- 
crease labor productivity by transferring 
production responsibilities from labor to 
electric power. Viewed differently, de- 
creases in the productivity of electricity 
were exchanged for increases in labor 
productivity. 


Ww" should management undertake 

such exchanges? What was to be 
gained? Normally, such maneuvers are 
instigated to reduce total manufacturing 
cost per unit of output—the prime objec- 
tive of cost control decisions. Superficial- 
ly, it would appear that a 36 per cent in- 
crease in labor productivity would more 
than offset the upward pressure on total 
unit cost exerted by a 24 per cent decrease 
in labor productivity. This is not neces- 
sarily true, however, inasmuch as the 
change in total unit cost is determined not 
only by relative rates of change in the two 
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productivity indexes, but also by the rela- 
tive importance of wages and electricity 
in the structure of costs. Moreover, even 
if there were a net gain from swapping 
productivity adjustments, the question 
still remains : By how much was total unit 
cost reduced? 

In order to determine the net change 
in total unit cost, two approaches will be 
used. The first seeks to determine the net 
change arising solely from adjustments 
in the two productivity indexes by disre- 
garding concomitant changes in hourly 
costs. The second measures the disposi- 
tion of total unit cost when both produc- 
tivity and hourly cost changes are consid- 
ered. The first approach emphasizes what 
management hoped to accomplish. The 
second shows what was actually accom- 
plished. 

The engine of analysis is the same in 
both cases. In order to compute the net 


change in total unit cost, one need only 
multiply the change in productivity, first 
case, or in unit cost, second case, by their 
respective share of total cost in the base 
period.® 


III, Underlying Causes— 
Second Stratum 


Pe I: Hourly Costs Not Considered. 

Disregarding concomitant adjust- 
ments in the cost per kilowatt-hour of 
electricity, the 24 per cent decrease in the 
productivity of electricity multiplied by 
1 per cent,* the approximate share of total 
manufacturing cost accounted for by elec- 
tricity yields 0.24 per cent, or the up- 
ward pressure on total unit cost exerted 


3 This technique was developed by F. C. Mills in 


his Economic Tendencies in the United States, pp. 


117, 118. 
# and 5 Bureau of the Census, Census of Manu- 
factures, 1947, Volume I. 


by the 24 per cent decrease in the produc- 
tivity of electricity. Similarly, the in- 
crease in labor productivity, 36 per cent, 
multiplied by wage’s share of total cost, 
20 per cent,® yields 7.2, or the downward 
pressure on total unit cost exerted by the 
increase in labor productivity. The dif- 
ference between 7.2 per cent and 0.24 per 
cent, 6.96 per cent, is the net decrease in 
total unit cost arising from countervailing 
adjustments in the two productivity in- 
dexes. 

Hence, decreases in the productivity 
of electricity were encouraged in order 
to reduce total unit cost by permitting 
more important gains in the productivity 
of labor. 


eo II: Hourly Costs Considered. 
Whether the 6.96 per cent reduction 
in total unit cost was actually achieved 
depends on corresponding changes in the 
cost per hour of electricity and of wages. 
Productivity adjustments corrected for 
changes in hourly costs are expressed by 
changes in cost per unit of output. For 
examples, the 24 per cent decrease in the 
productivity of electricity corrected for 
the 8 per cent decrease in the cost of elec- 
tricity per kilowatt-hour® yields 21 per 
cent, or the increase in the cost of elec- 
tricity per unit of output. Similarly, the 
36 per cent increase in labor productivity 
corrected for the 50 per cent increase in 
hourly wage rates’ yields 11.6 per cent, or 
the increase in unit wage cost. 

Weighting these increases in the two 
unit costs by their respective shares of 
total cost in the base period indicates that 
total unit cost would have risen by 2.53 

6 Edison Electric Institute, Statistical Bulletin, 
1956 and 1952. 


7 Bureau of the Census, Statistical Abstract of the 
United States, 1957. 
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per cent, all other unit costs remaining 
the same. The relative contributions to 
this 2.53 per cent were: unit wage cost, 
2.32 per cent; and the cost of electricity 
per unit of output, 0.21 per cent. 


egg then, one might con- 
clude that exchanging productivity 
adjustments was fruitless, inasmuch as 
total unit cost increased nevertheless. 
However, a more meaningful benchmark 
for comparison would be the level of total 
unit cost if the exchange in productivity 
adjustments had not occurred; 7.e., as- 
suming that both productivity indexes 
had remained at their original levels. 
With productivity. held constant, 
changes in unit costs are measured by 
changes in hourly costs. Thus, unit wage 
cost would have risen by 50 per cent, and 
the cost of electricity per unit of output 
would have decreased by 8 per cent. Ap- 
plying the Mills formula shows that, un- 
der these conditions, total unit cost would 
have increased by 10 per cent, or by near- 
ly four times as much as the actual in- 
crease of 2.53 per cent. Thus, although 
swapping productivity adjustments did 
not actually succeed in reducing total unit 
cost, it did succeed in restraining the ex- 
tent of the increase—itself a noteworthy 
accomplishment, considering the infla- 
tionary pressures of the 1947 to 1955 pe- 
riod. 


IV. Summary 


awed decreases in the productivity of 

electricity were caused by continuous 
shifts in work loads from labor to electric 
power. This in turn raised the level of 


labor productivity. The end result of 
these productivity exchanges placed a 
strong restraint on advances in total unit 
cost. 

Accordingly, decreases in the pro- 
ductivity of electricity arose not from 
progressively less effective means of gen- 
erating, distributing, or employing elec- 
tricity, but rather from managerial efforts 
to control increases in total unit cost. 

Three additional observations may be 
in order. First, the findings in this study 
show that total unit cost can be reduced, 
or increases restrained, by increasing one 
cost in order to achieve more important 
savings in some other cost. Savings of 
this type may be obscured if exclusive 
emphasis is placed on reducing each cate- 
gory of cost, thus limiting the effective- 
ness of cost control programs. Second, 
the relative importance of cost propor- 
tions, or prospective changes in hourly 
costs, productivity, or even individual 
costs, alone, are incomplete guides for di- 
recting cost control efforts, or for esti- 
mating the effect of proposed programs. 
Consideration must be given to all four of 
them. 


b Beene and last, the present study em- 
phasizes the many contributions of 
the electric utility industry to the general 
welfare. Ample and inexpensive supplies 
of electricity have made important con- 
tributions to industrial growth; to raising 
the productivity of labor, thus providing 
a foundation for higher living standards; 
and to restraining inflation by limiting 
increases in the prices of manufactured 
products. 
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Doghouse (?) after Fifty Years 


It ts over four decades since the author started in the electric utility 
business as assistant to the president of West Penn Power Com- 
pany. One of his most outstanding recollections is that of the Battle 
of Giant Power which occupied the political scene at that time. This 
was one of the first major moves in the attempt to socialize on @ 
state basis the backbone of the electric power industry. Some of the 
men whose names were associated with the giant power conception 
remained consistent in their efforts to establish government owner- 


By GEORGE M. GADSBY* 
CHAIRMAN OF THE BOARD, UTAH POWER & LIGHT COMPANY 


N selecting my title with its significant 
question mark, I want to deal briefly 
with the attempts in quite recent times 

to disparage the electric companies and 
keep them in the political doghouse. From 
many contacts throughout the entire 
United States, I know that people in the 
electric utility industry have not been se- 
riously affected by this psychological bar- 
rage and attempted brain washing. On 
the contrary, we have continued on our 
upward way with better equipment, ex- 
cellent service, and, in general, good re- 


*For additional personal note, see “Pages with 
the Editors.” 


lationships with our millions of custom- 
ers. The most ardent advocates of the 
socialistic theory of government owner- 
ship have not succeeded in building a 
doghouse which has either merited or re- 
ceived more than a passing and rather 
contemptuous glance from the public we 
serve. No, the doghouse is empty and the 
continued creeping of Socialism is due to 
misconceptions and the innate desire of 
some folks to get something for nothing. 

This does not mean that progress in 
public ownership at the tax expense of the 
people of the entire nation has not made 
progress. It is still appealing to the local 
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beneficiaries of the Tennessee Valley Au- 
thority, the Pacific Northwest, and other 
areas. Stupendous sums of: tax. money 
have been spent benefiting the local econ- 
omies and promising “cheap power” with 
which such areas may entice industry 
from those served by companies with 
regulated accounting and full responsibil- 
ity for taxes and the hire of money. 


lg me suggest that we have failed to 

make clear to the public generally 
the real source of taxes paid by the elec- 
tric companies and their function as col- 
lection agencies. The government power 
proponents hammer away with the state- 
ment that public power should not pay 
taxes because this would mean that the 
government, be it local, state, or federal, 
would simply be taxing itself. In the same 
breath they emphasize the fact that taxes 
paid by the electric companies are col- 
lected as a part of the rates charged and, 
therefore, the consumer is the real payer. 
This latter contention we grant, but is it 
not crystal clear that equivalent taxes 
should be paid by the users of govern- 
ment power since the electric service in- 
trinsically in either case is not the tax- 
payer, but only the tax collector? 

To put it simply, if it be a part of our 
governmental policy to use electric serv- 
ice as a measure of a tax obligation and 
have the purveyors of that service act as 
the tax collector, then by any measure of 
fairness the tax-paying citizens should in- 
clude all users of electric service. With 
this concept we recognize the American 
citizen as the ultimate payer and I really 
believe if this confusion about the tax sit- 
uation can be brushed aside and the posi- 
tion of the citizen as a taxpayer made 
clear, no fair-minded man or woman 
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would object to uniformity. They expect 
uniformity in the assessment of merchan- 
dise excise taxes and, within the provi- 
sions of the law, in income taxes. Paren- 
thetically, one may gag at classifying our 
income tax structure as either fair or uni- 
form, but, such as it is, it must be en- 
forced without regard to geography. A 
Tennesseean in the TVA area is charged 
the same on equal taxable income as a cit- 
izen of Philadelphia. 


— us take a look at another false prem- 

ise upon which favoritism is shown 
and political support obtained by the pro- 
ponents of government power. This one 
we can dispose of quite briefly by answer- 
ing the question who are the people? In 
the recent TVA income bond debate we 
heard the often repeated argument that 
power revenues are properly used for 
property extensions instead of reduction 
of power appropriations because the TVA 
belongs to the people. Therefore, it is ar- 
gued, the property additions are an in- 
crease in the equity value of the people’s 
investment. The flaw is in the implied as- 
sumption that “‘the people” refers to the 
same group in every instance. Actually 
“the people” involuntarily putting up 
through taxes the appropriated money 
include every taxpayer from Maine to 
California, whereas “the people’ who 
benefit by the property additions are only 
a comparatively few local area electric 
users. 

The same faulty premise is used in sup- 
port of the preference clause—‘“‘the peo- 
ple” put up the money for federal proj- 
ects, therefore, “the people” should have 
first call on the “cheap-by-subsidy” pow- 
er! Again all taxpayers=“‘the people” on 
the paying side; but only local beneficiar- 
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No Doghouse for the Electric Utilities 


at on most ardent advocates of the socialistic theory of government 

ownership have not succeeded in building a doghouse which has 
either merited or received more than a passing and rather contemptuous 
glance from the public we serve. No, the doghouse is empty and the con- 
tinued creeping of Socialism is due to misconceptions and the innate desire 
of some folks to get something for nothing. This does not mean that 
progress in public ownership at the tax expense of the people of the entire 

nation has not made progress.” 





ies=“‘the people” on the receiving side. 
When, if ever, the “tax-paying people” of 
the country as a whole realize the unfair- 
ness to them of this foreshortened equa- 
tion, insistent demand will be made that 
on both sides “the people’ must be the 
same. 


fb Some were several significant legisla- 
tive actions taken during the first 
session of the 85th Congress which, if 
finally enacted into law, would mark great 
victories for the government power ad- 
vocates over the interests of the taxpayers 
at large. 
The TVA revenue bond bill introduced 
by Senator Kerr and the Senators from 
the states benefiting from TVA is, among 





other things, a revocation of the assur- 
ance contained in all earlier TVA appro- 
priation bills that the money put up by all 
federal taxpayers and appropriated for 
building facilities for supplying service in 
the TVA area would be returned with in- 
terest. The Kerr Bill would repeal these 
assurances. It would substitute instead a 
provision, for whatever it may be worth, 
that after servicing the income bonds both 
as to principal and interest there would 
be created such special reserves as might 
be required by the holders of said bonds 
and such other provisions as the corpora- 
tion “may deem necessary or desirable to 
enhance the marketability of said bonds.” 
There would be paid to the United States 
Treasury “a return” and an annuity of 
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$10 million. Such payments of return and 
annuity could be deferred for two years 
whenever the TVA directors decided such 
payments could not feasibly be made. At 
$10 million a year, if everything stays 
favorable, the federal taxpayer might get 
his money back in about 195 years. Even 
this $10 million payment was not intend- 
ed by the Senators who introduced the 
bill and it is not in the companion House 
bill which still awaits action. 

This is a far cry from the representa- 
tions made when Congress accepted and 
passed the first TVA bill. It shakes confi- 
dence in any such protective provisions 
written into our federal laws. 


HE activities of the Rural Electrifi- 

cation Administration are of com- 
parable character. The provisions of the 
original act were to finance a 10-year 
make-work program at a total cost of 
some $400 million to supply rural areas, 
excluding towns of 1,500 population and 
over, and to provide generating and 
transmission facilities only when service 
at reasonable cost could not be obtained 
from existing suppliers. 

The deviations from this program are 
now well known. Suffice it to say that in- 
cluding the appropriation for fiscal year 
1958 some $3,856,000,000 have been au- 


thorized, over $750 million of which is in — 


loans approved for generation and trans- 
mission purposes. This despite the fact 
that REA payments for wholesale power 
during year ended June 30, 1956, cost an 
average of 8 mills for power purchased 
from electric companies against 11.9 mills 
for REA-generated power, and 10.1 mills 
for power purchased from municipal sys- 
tems. Only the subsidized tax-free federal 
projects and some of the state, county, 
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and district agencies supply cheaper pow- 
er than the rate paid the electric compa- 
nies. 

To show how far the REA has pro- 
gressed outside the field of farm elec- 
trification, consider the case of the nine 
Indiana co-ops calling themselves “Hoo- 
sier Co-operative Energy, Inc.” This su- 
per co-op has applied to the REA in 
Washington for a $42 million loan to 
finance a large part of an electric gen- 
erating plant of 198,000 kilowatts and to 
build a network of some 800 to 900 miles 
of transmission lines in areas already cov- 
ered by transmission and distribution 
lines which do or can supply service to 
every farm therein. The hidden factor of 
importance is that a large part of this ex- 
penditure will be made to supply an alu- 
minum plant at a rate predicated on re- 
payment of the $42 million in thirty-six 
years at 2 per cent interest. In a pamphlet 
recently published by the Public Service 
Company of Indiana it is stated that the 
actual facts about this loan and its pur- 
poses have been withheld even from the 
public service commission of Indiana. 

My purpose in citing this case is to 
show how far government power propo- 
nents can and will go, while at the same 
time carrying on their diversionary tac- 
tics such as the agitation against the 
Dixon-Yates agreement, the howl about 
the rapid amortization certificate for tax 
purposes issued to but subsequently re- 
turned by Idaho Power Company, and 
the abuse heaped upon administrative 
agencies whenever they fail to go along 
with the socialistic program. 


oO specific instances of like charac- 
ter can be cited. I shall mention but 
two: 
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The recently enacted 1958 Atomic En- 
ergy Commission appropriation act which 
directs the commission, against its expert 
judgment, to build atomic energy reactors 
for three rural co-ops, the Public Power 
District of Nebraska, and the city of Pi- 
qua, Ohio. The federal taxpayers are to 
put up all the money, take all the risks on 
the reactors, pay all operating and main- 
tenance costs, then charge these public 
power agencies only the calculated cost of 
the steam on the basis of generation in 
conventional fossil fuel boilers. The re- 
port on this appropriation act made by 
the Joint Committee on Atomic Energy, 
HR 8996, particularly the separate state- 
ment of the minority members, is most re- 
vealing. 

The second instance to which I could 
refer is Senate Bill 2847 introduced by 
Mr. Magnuson and a group of northwest- 
ern undeviating public power Senators. 
This bill would take away from the Fed- 
eral Power Commission the authority to 
license private dam projects except upon 
prior congressional approval. As pointed 
out by the P. U. R. Executive Informa- 
tion Service Letter of August 30, 1957, 
this measure would strip the FPC of any 
discretionary authority to license so- 
called “inferior” private dam projects 
without specific and prior authority. 


|. ogee it is the intention of this 

bill to destroy the Federal Power 
Commission as an independent agency. In 
specifying the criteria to be applied in 
making comparison between féderal and 
private development, the bill specifically 
requires that the federal estimates will in- 
clude only interest at the average rate on 
all outstanding marketable obligations of 


DOGHOUSE (?) AFTER FIFTY YEARS 


the United States Treasury, while the es- 
timates of a private corporation or a non- 
federal agency shall be based on actual 
costs to be incurred by or accrued to the 
private corporation or nonfederal agency. 

Nonreimbursable beneficial uses to be 
credited to federal developments are 
much enlarged and, in addition to every- 
thing heretofore enumerated, are to in- 
clude “enhancement of water front real 
estate values, bank stabilization, control 
of beach erosion, improvement in water 
quality,” etc. If taxpayers in other areas 
submit to such a program and pay their 
hard-earned tax dollars to “enhance the 
water front real estate values” in Wash- 
ington, Oregon, and Idaho, they are more 
gullible than those customers P. T. Bar- 
num once welcomed into this world! 


I conclusion we can agree that the busi- 

ness-managed electric industry is not 
in any real “doghouse,” but only such an 
adobe one as might have been created by 
the mudslinging of opponents of the pri- 
vate enterprise system. The record of ac- 
complishment in service, magnitude of 
financing accomplished, great projects 
actually built, supercritical steam plants, 
and the resistance to inflationary costs pe- 
culiar to this great industry must enlist 
favorable public opinion. But these facts 
must all be known in simple language, 
predicated on the theme that private in- 
dustry is the protector of the people’s 
rights against the protagonists of ever 
bigger government expenditures, govern- 
ment subsidies, government preferences 
for one group of citizens over another, 
and the long-term political and ideologi- 
cal objectives of the public power propo- 
nents. 
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When a Utility Franchise Expires 


The franchise still serves an important function in stat- 
ing the contractual relationship between the public util- 
ity and the municipality or other government area issu- 
ing the franchise, and the term of the utility’s occupancy. 


By THOMAS C. CAMPBELL, JR.* 


Pirie utility franchises have been the 


subject of many court cases, some po- 

litical activity, and much considera- 
tion by economists and other writers of 
public utility subjects. Many phases of 
franchises have been treated thoroughly. 
However, the course to be followed at the 
expiration of a franchise when the utility 
and the municipal authorities are unable 
to agree on the terms of a renewal of the 
franchise has not been determined. This 
is to be a consideration of the problems in- 
volved when the two parties are unable to 
reach such an agreement. 

A recent illustration of this problem has 
taken place in Morgantown, West Vir- 
ginia, with the expiration of the telephone 
franchise held by the Chesapeake & Poto- 
mac Telephone Company of West Vir- 

*Assistant dean and associate professor of eco- 
nomics, West Virginia University, College of 


Commerce, Morgantown, West Virginia. For ad- 
ditional personal note, see “Pages with the Editors.” 
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ginia. Terms of a new franchise suggested 
by the city and by the company have been 
so far apart that no settlement has been 
reached. The fight has reached both the 
local court and the public service commis- 
sion of the state. Telephone workers have 
been arrested for working on company 
property when they did not have special 
permits from the city. The city ordered 
the company to remove its property from 
the streets, alleys, and other public ways 
and levied a tax on the company which 
was disallowed by the local court. These 
and other related factors have led to the 
need for a thorough consideration of the 
problems involved in renewing franchises 
and conflicting interests of the utility com- 
panies and municipalities in regard to 
franchise terms. 


ee of the nature of most public 
utility service, it is necessary for the 
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utility to use streets, highways, alleys, and 
other private property for placing poles, 
wires, and pipes. A public utility franchise 
is a grant by a city or other subdivision of 
the state authorizing the use of public 
property in furnishing the service. Al- 
though the principal function of a fran- 
chise is to permit a company to occupy 
streets and other public places in providing 
the designated service, it usually includes 
various terms and conditions under which 
the service is to be rendered. 

“Before 1900, the franchise was vir- 
tually the only device that had been de- 
veloped through which the public interest 
could be protected, and it had been essen- 
tially the product of the preceding fifty 
years.” During this early period, the fran- 
chise did not provide an effective means of 
public control over rates and_ service. 
Rates fixed and written into the franchises 
became too inflexible to meet conditions 
faced by the rapidly growing utility indus- 
tries which had not had long enough and 
definite enough experiences on which to 
base such important decisions. 

Since about 1920, the franchise has no 
longer been the primary instrument of 
public control over utility rates and serv- 
ices for these powers, as a rule, rest with 
the state commissions. On the other hand, 
the franchise remains an important instru- 
ment in the utility business as it is the 
agreement between the municipality which 
owns the public property occupied by 
necessary items of the plant of the com- 
pany and the utility company owning the 
facilities through which the highly essen- 
tial service is provided to the community. 
When the franchise expires, this agree- 
ment no longer exists unless there is an 


"1 The Public Utility Franchise, Its Function and 
Terms under State Regulation, by John Bauer, Pub- 
lic Administration Service No. 96, 1946, p. 1. 


extension or renewal of the agreement so 
that the service might not be interrupted 
and the municipality can have some basic 
understanding of the obligation of the 
company to the local government. 


Legal Status of a Franchise 


© inn state is the primary franchise- 

granting authority and has supreme 
authority over the use of streets and pub- 
lic highways, except as otherwise provided 
in the state Constitution. The state legisla- 
ture has the power to delegate to local 
authorities the power to grant municipal 
franchises.” 

From the early history of franchise 
grants, many of them have been exclusive, 
meaning that all competition is excluded 
from the area served by the utility. Even 
though around the turn of the century 
there were many competing street railway, 
electric, and telephone companies, most of 
the competition was short-lived; and 
utility companies have exclusive right to 
provide the type of service in which they 
are engaged within the space limits desig- 
nated in the franchise. This exclusiveness, 
however, is not solely because of the na- 
ture of the franchise. Other factors such 
as limitation of supply, time, space, and 
economic conditions of operation are 
equally important.* 

The franchise has long been recognized 
as a contract between the granting au- 
thority and the utility company. In 1819, 
this was affirmed by the Supreme Court of 
the United States in the famous Dart- 
mouth College case. There have followed 
many cases involving what rights the state 

2 Elective Franchises in New York City, by Leo- 


nora Arents, Columbia University, New York, New 
York. 1919, p. 18. 

8 Public Utility Economics, by C. Woody Thomp- 
son and Wendell R. Smith, McGraw-Hill Book 
Company, Inc. New York, New York. 1941, p. 167. 
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can contract away, under what conditions 
one party to a franchise might be bound 
and the other not, the power of the state 
regulatory commissions over provisions of 
franchises, and many other phases of 
utility operations related to provisions of 
the franchises. 


Franchise Taxes 


oo the period prior to state com- 
mission regulation of utility rates 
and services, holders of certain franchises 
received extremely high profits, although 
such cases were very likely fewer than 
were thought by the general public. None 
the less, various franchise taxes were col- 
lected to recover some of the excessive 
profits and to tax intangible utility values 
that had escaped the general property tax. 
These taxes, commonly known as fran- 
chise taxes, include capital stock taxes, 
flat sum payments, physical unit taxes, 
gross earnings taxes, and net income 
taxes.‘ 

Legally, the amount of these taxes 
can be recovered from the customers as 
they are considered to be expenses and not 
a part of the return to owners of the com- 
pany. 

However, there is a basic problem as 
to whether the tax is to be recovered from 


4 Tbid., p. 562. 
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the ratepayers of the entire company or 
from those residing within the corporate 
limits of the municipality collecting the 
tax. In the former, the burden of the tax 
rests upon those who receive no benefit 
from the tax as well as those who do bene- 
fit from it. In the latter, the burden rests 
only upon those who benefit. 


Decline of Franchise Regulation 


i ion franchise very early proved to be 

an inadequate device for regulating 
service of public utilities. Utility commis- 
sioners were created in New York and 
Wisconsin in 1907. With approval by the 
courts, the commissions were soon able 
to assume regulatory powers which had 
formerly been held by the municipalities 
through franchises but had become in- 
effective with the geographic expansion of 
the utilities beyond the boundaries of a 
single city. 

Furthermore, some cities found that 
utilities had to be allowed to raise rates 
above those specifically written in the 
franchises if the service was to continue 
until the franchise expired. Because of the 
general inflexibility of franchise regula- 
tion, state commissions proved much more 
effective in providing sound continuous 
regulation of rates and services of utility 
companies. 


“Since about 1920, the franchise has no longer been the 
primary instrument of public control over utility rates and 
services for these powers, as a rule, rest with the state commis- 


sions. On the other hand, the franchise remains an important 
instrument in the utility business as it 1s the agreement between 
the municipality which owns the public property occupied by 
necessary items of the plant of the company and the utility com- 
pany owning the facilities through which the highly essential 
service is provided to the community.” 
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Importance of Modern Franchise 
Regulation 


i’ view of the widespread growth of 
utilities beyond the boundaries of cities 
and the creation of state commissions 
since 1900, the question of whether fran- 
chises serve any purpose has frequently 
been raised. State commissions have been 
given responsibilities for rate and service 
regulation which was exercised through 
franchises prior to organization of the 
commissions. However, the streets and 
alleys are owned by the cities; and it is 
not within the powers of commissions to 


determine the arrangements or agreements: 


between municipal governments and 
utility companies. No person or corpora- 
tion has a right to occupy streets and 
alleys for private gain unless permission 
has been granted by the municipal govern- 
ment. 

A public utility cannot function without 
using public property. Consequently, a 
franchise is essential to its existence. This 
is so important that courts have devised 
the so-called day-by-day franchise for 
companies rendering service after their 
franchises have expired and have not been 
renewed or extended. Each day that such 
a company has not been ordered to vacate 
public property, the company is assumed 
to have, by implied consent, a franchise to 
continue in business.° 


Franchise Expirations and Renewals 


Wu there have been some perpetual 
franchises, meaning no expiration 
dates, the common practice is. to have 
either a definite time of termination or 
provision written into the franchise speci- 
fying the procedure whereby it might be 
terminated as a result of the desire by one 


5 Ibid., p. 172. 


or both parties. The term lengths of fran- 
chises with definite termination dates vary 
widely. For convenience, they have usually 
been classified as short-term if the dura- 
tion is for twenty years or less. Those 
running longer than twenty years are con- 
sidered long-term franchises. 

There are factors favoring both types. 
As a general statement, municipalities fa- 
vor franchises of relatively short duration. 
That does not necessarily mean that they 
desire the terms to be as short as five or 
ten years, but they often object to fran- 
chises of fifty to one hundred years. The 
primary reason advanced for favoring 
short-term franchises is that conditions 
change so much over a period of several 
decades that it is impossible to have a 
franchise flexible enough to meet the needs 
of the community under changing condi- 
tions. In order to make necessary changes, 
city. governments often prefer to have 
franchises expire within a few years so 
that changes can be made through renew- 
ing the franchises. 


3 anew companies, on the other hand, 
usually prefer long-term franchises. 
Their. point of view is that franchises of 
long duration enable them to make long- 
range plans that cannot be made unless 
there is assurance of being able to con- 
tinue operations under conditions which 
are also known. For example, tax in- 
creases and various possible restrictions 
or conditions of service that might be 
specified in a new franchise could seriously 
alter costs of providing the service by the 
company lacking corresponding increases 
in revenue. There have been allegations 
that companies have been reluctant to in- 
vest in additional plant facilities when 
needed in the immediate years prior to ex- 
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piration of franchises. If this is true, it 
is a serious matter to have this condition 
arising too often. Consequently, the long- 
term franchise has a distinct advantage 
in this respect. 


(iw effectiveness of a city government 

in making desired adjustments in 
utility franchises seems to be greatly de- 
pendent upon the ability of the city to 
purchase the property of the utility and to 
operate it. If the city is unable to assume 
ownership and to operate the utility, its 
bargaining power with the company is 
much less than when it is able to do so. 
One public utility economist has stated 
that the chief reason for termination of a 
franchise is to “enable the city to take 
over the properties and establish munici- 
pal operation.”’ He stated further that a 
city “should keep unhampered the possible 
future decision to displace private with 
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Franchise Bargaining 


6G APPARENTLY, there is no definite pro- 

cedure which might be followed 
at the expiration of a franchise when a 
utility and the municipality are unable to 
agree on a new franchise. If the city ts 
able to acquire ownership of the utility 
property and operate it, the bargaining 
position of the city is relatively strong. 
Also, if it is feasible to offer a franchise 
to another company to provide the service, 
the bargaining position is strong. If 
neither of these conditions exists, utility 
companies can rarely be forced to agree 
to terms in a new franchise not willingly 
accepted by the company.” 





public ownership and operation.’’® Other 
writers have also stressed the importance 
of the ability of the city government to 
acquire ownership and to operate the 
utility. 

To a considerable degree, most munici- 
palities are in no position to purchase or 
operate several of the utilities. Municipal 
water systems are more likely to be taken 
over by the cities than are electric power, 
natural gas, or telephone services. Water 
systems usually operate as single units in 
each metropolitan area. The other utilities 
usually operate as systems serving areas 
larger than most of the larger metropoli- 
tan centers and much larger than the areas 
of most towns. Therefore, the possibility 
of municipalities operating telephone and 
electric power services is very slight. Con- 
sequently, the city governments are unable 
to use that possibility as a threat against 


8 John Bauer, op. ctt., p. 10. 
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one of the utilities at the expiration of the 
franchises. 


HERE is a certain degree of possibility 

of issuing a new franchise to another 
private company when the old one has 
expired. That, however, is a very drastic 
step, and it is not often as feasible as it 
might seem. If a telephone, electric, or 
natural gas company serves all of the terri- 


tory surrounding the municipality in 


which the franchise has expired, it is not 
practicable for a new firm to come into 
the city and begin operations without 
considerable interruption of the service. 
For example, if one of these companies has 
offices and other necessary operating fa- 
cilities located within the city boundaries 
but serves an area beyond these bound- 
aries, it is extremely doubtful that a fran- 
chise will be awarded a new firm. There- 
fore, renewing a franchise is often not 
an effective means of making adjustments 
favorable to the municipality and strongly 
opposed by the company. 

If a franchise has expired and the mu- 
nicipal government has not forced the 
company to remove its property from the 
city streets, the city cannot at some later 
time force the company out. This has 
been determined by a case in Missouri in 
which the franchise of an electric com- 
pany had expired. The city made no at- 
tempt to force the company out for nine 
years. During the nine-year period the 
utility continued to operate and made ad- 
ditional expenditures toward improving 
the plant property within the ‘city. Fur- 
thermore, taxes were paid annually and 
accepted by the city. At the end of the 
nine-year period, the city passed an ordi- 
nance directing the company to vacate; 
and when the utility failed to comply with 


the ordinance, action was initiated in court 
to force the ouster. The court, however, 
held that the city was guilty of laches, 
especially in having accepted the taxes, 
and dismissed the proceedings.” 


——— a company cannot be 
forced to provide service against its 
will after a franchise has expired. There 
was a case in Kentucky in which the fran- 
chise of a natural gas company expired in 
1929 after having been in force for twenty 
years. The company notified the city that 
it would discontinue its service when the 
franchise expired. The city filed suit to 
prevent discontinuance of service, contend- 
ing that the company had its equipment 
installed within the city and there was no 
other means of having the service pro- 
vided. 

The court decision stated that the grant 
and acceptance of a franchise create only 
a contract, the obligations of which are 
binding on both parties. 

Furthermore, a contract expires accord- 
ing to its terms. Therefore, when a fran- 
chise expires, no contractual relationship 
exists between the parties. It seems to be 
universally held that, when a franchise 
contract terminates, the mutual rights and 
liabilities are at an end. The property used 
by the utility continues to be its property, 
and the company has the right to remove 
its property from the city streets. Should 
the company fail to exercise this right, it 
can be compelled to do so. However, the 
courts have held that reasonable notice 
must be given by the company before it 
removes its property and by the city before 
demanding that the company remove its 
property, and both parties must be willing 


7 Cases on Public Utility Regulation, by Francis 
X. Welch, Public Utilities Reports, Inc. Washing- 
ton, D. C. 1946, p. 151. 
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to await full adjudication of the rights of 
each side. 


7 Ore cannot force a utility company 
to enter into a franchise contract 
which it thinks is unreasonable or unfa- 
vorable. The fact that a utility is selling 
a service or commodity which is a great 
public convenience does not make the com- 
pany different from parties competent to 
enter into other kinds of contracts. “The 
courts do not have the power of coercion, 
any more than they have the power to 
arbitrarily compel the city to enter into a 
contract concerning which it may exercise 
its own will and discretion.”*® State utility 
commissions do not have the authority to 
force a city or a company to enter into a 
franchise contract against its will, nor can 
it force continuance of service after a 
franchise has expired. Forced continuation 
of service after expiration of the franchise 
would be writing into the contract an obli- 
gation which the company did not assume 
by originally accepting the franchise and 
would violate the provisions of the United 
States Constitution relating to impairment 
of a contract.® 

8 Cases and Authorities on Public Utilities, by G. 
H. Robinson, Callaghan & Company, Chicago, IIli- 


nois. 1935, p. 619. 
9 Ibid., p. 618-620. 
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In summary, a city cannot compel a 
company to continue its service after a 
franchise has expired. State commissions 
have no jurisdiction in the matter, and the 
company has legal right to withdraw its 
service after the franchise has expired. 
However, a reasonable time is expected 
before either the city or the company takes 
drastic action which would interrupt the 
service of a utility and bring great incon- 
venience and possible hardship to the pub- 
lic. This is no assurance that service will 
not be interrupted, but it will enable the 
public to make some preparation for the 
inconvenience. 


The Case in Morgantown, West Virginia 


HE recent case in the city of Morgan- 

town, West Virginia, in which the 
franchise of the Chesapeake & Potomac 
Telephone Company of West Virginia ex- 
pired on June 3, 1956, is the most recent 
illustration of conditions existing when a 
municipal government and a utility do not 
agree on a new franchise. The city granted 
a franchise to the Central District Tele- 
phone Company on June 1, 1891. On June 
3, 1916, the franchise was extended for 
forty years and was later transferred to 
the Chesapeake & Potomac Telephone 
Company when it acquired the telephone 


“DurinG the period prior to state commission regulation of 
utility rates and services, holders of certain franchises received 
extremely high profits, although such cases were very likely 


fewer than were thought by the general public. None the less, 
various franchise taxes were collected to recover some of the 
excessive profits and to tax intangible utility values that had 
escaped the general property tax. These taxes, commonly known 
as franchise taxes, include capital stock taxes, flat sum pay- 
ments, physical unit taxes, gross earnings taxes, and net income 


taxes.” 
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property in Morgantown. The 40-year 
franchise expired June 3, 1956. During 
negotiations for a new franchise, the city 
and the company disagreed over two ma- 
jor points, the duration of the new fran- 
chise and the taxes to be paid by the com- 
pany to the city. 

The city proposed a 20-year franchise 
and a tax or franchise fee of 4 per cent 
of the gross revenue received by the com- 
pany from all sources from within the 
city; however, the amount of the tax was 
later reduced. Since the electric power and 
natural gas companies in Morgantown 
were paying similar taxes, the city main- 
tained that the proposed telephone tax was 
reasonable. 


T HE company proposed a 50-year fran- 
chise, a privilege tax of about $123 
a year, and 14 free telephones for various 
city offices, plus certain other limited 
services. The basic disagreement was, 
however, over the duration of the fran- 
chise and the tax to be paid by the com- 
pany. The city official contended that the 
tax is reasonable in view of the fact that 
the electric and gas companies are paying 
similar taxes as specified in their fran- 
chises and that the tax is not an unreason- 
ably large contribution by the company 
toward the general expenses of the city 
government. The company, however, took 
the position that the tax would be dis- 
criminatory, since such a tax would have 
to be paid from the general revenue of the 
company with only the people living in 
Morgantown receiving any benefit from 
the tax. There is no question that such a 
tax can be considered as an expense in 
the determination of the rate of return of 
the company. Therefore, the company 
could use such a tax as a need for in- 
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creased rates for all of the telephone users 
served by this company. This would mean 
that all of the company’s customers would 
be paying the tax but only the residents 
of Morgantown would benefit, and the 
company contended that it would be dis- 
criminating against all telephone users not 
residing in the city. 

There was also disagreement over the 
annual sum that the tax would amount to. 
However, the basic disagreement did not 
seem to be over the size of the tax but was 
over whether such a tax would be fair to 
all customers of the company. For ex- 
ample, it is doubtful whether the company 
would have agreed to the same tax at a 
smaller rate, such as 2 or 3 per cent of the 
annual revenue instead of 4 per cent. To 
agree to a small tax would be an admission 
that this type of tax is a reasonable charge 
by a municipality for the privilege of. pro- 
viding the services specified in the fran- 
chise. The position of the company was 
firmly opposed to the tax on principle as 
well as on the amount. 


Gowce the city and the company have 

been unable to agree on a new fran- 
chise, telephone service has been provided 
without a franchise. The contention of the 
company has been that it continues to have 
the duty of providing adequate service in 
the interim between the old and pre- 
sumably a new franchise to be signed at a 
later date. The city, on the other hand, 
contended that since there is no franchise 
agreement, the company has no such right 
and must obtain a special permit for work 
on the telephone property in the same 
manner as a nonfranchised firm must do. 
There were instances in which telephone 
employees were arrested when climbing 
poles in routine maintenance jobs. The 
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city also contended that the company must 
pay the tax during the interim between 
franchises, since no franchise existed ; and, 
therefore, the city has the authority to levy 
taxes that are within the general taxing 
powers of cities in West Virginia. 

The company petitioned the circuit 
court of Monongalia county (the county 
in which Morgantown is located) for a 
declaratory judgment on the rights of the 
company to continue service and the right 
of the city to levy and collect the tax. 


Request to Pass on the Tax 


_ the litigation was pending in 

the court, the telephone company re- 
quested authority from the public service 
commission of West Virginia to pass on 
to telephone subscribers certain taxes im- 
posed by municipalities on the company. 
It was disclosed during the hearing that 
the city of Huntington, West Virginia, 
and the city of Martinsburg, West Vir- 
gina, had been collecting similar taxes 
from the company. The approximate an- 
nual amount of the Huntington tax was 
$46,590 ; that of Martinsburg was $1,150. 
The amount of the Morgantown tax was 
considerably more than the Martinsburg 
tax and some estimates were above the 
amount of the Huntington tax. However, 
the amount of the tax did not seem to be a 
matter under consideration before the 
commission. 

The commission in its decision of Octo- 
ber 7, 1957, approved the request of the 
company as being just and reasonable.” 
In making the decision the commission 
gave first consideration to the fact that it 
is just that those subscribers of telephone 
service who benefit from the collection of 


10 Re Chesapeake & P. Teleph. Co. (W Va 1957) 
20 PUR3d 343. 
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certain taxes be required to furnish the 
revenue from which the taxes are paid. 
The commission stated, however, that this 
decision has no effect on the authority of 
a municipality to impose a tax. It applies 
only to whether a tax is to be paid from 
revenue collected from utility customers 
within the city or whether it is to be borne 
by customers of the entire company. It 
stated that the commission “can neither 
grant authority to tax nor limit the au- 
thority to tax.” 


| ecieages factor influencing the decision 

was the impression that to permit 
taxes to be paid to one political subdi- 
vision when revenue to pay the tax is 
provided by all of the customers of the 
company is discriminatory. The decision 
of the commission is that those who bene- 
fit from the tax should pay the tax. To 
require the company to collect sufficient 
revenue from all of its subscribers in the 
state in order to pay charges to one po- 
litical subdivision is discriminating against 
customers living outside the political sub- 
division. In order to avoid this discrimina- 
tion, charges collected from customers 
within the municipality collecting a spe- 
cial tax should be increased enough to 
yield the revenue to pay the tax. 

This decision conforms with similar 
decisions by commissions and courts in 
other states. Such authority to pay taxes 
by increased rates within the political sub- 
division collecting the tax is usually limited 
to taxes charged to public utilities that are 
not charged to nonutility properties and 
business transactions. Those taxes paid by 
nonutility as well as utility firms are 
usually paid from revenues collected 
throughout the rate-making unit. Like- 
wise, the decision does not involve the tax 
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authority of a municipality. It applies only 
to who pays the special taxes charged a 
utility. 


oO January 9, 1958, the circuit court 
ruled that the city cannot collect the 
special tax on the telephone company.” 
This decision enables the company to con- 
tinue its operations within the city without 
paying special charges for the use of city 
property. The court said that no statute 
gives the city the power to levy such a 
tax against the company. Attorneys for 
the city announced that they would appeal 
the decision to the state supreme court.” 
The decisions of the public service com- 
mission and of the circuit court appear to 
have placed the city in a weak bargaining 
position. Because of the commission deci- 
sion, any special tax can be charged to 
customers residing within the govern- 
mental unit levying the tax. Because of the 
court decision, the city is not allowed to 
charge a special tax on a utility that is 
not collected from other businesses that 
do not have franchises. Therefore, the 
company can continue providing the serv- 


11 Chesapeake & P. Teleph. Co. of West Virginia 
v. City of Morgantown, January 9, 1958. 

12 Morgantown Post, January 6, 1958, p. 1. See, 
also, “Progress of Regulation,” Pusiic UTILITIES 
ForTNIGHTLY, October 27, 1955, p. 755. 


ice without paying the tax in the interim 
between the expiration of the old franchise 
and presumably the signing of a new one. 


F. ames: there is no definite proce- 

dure which might be followed at the 
expiration of a franchise when a utility 
and the municipality are unable to agree 
on a new franchise. If the city is able to 
acquire ownership of the utility property 
and operate it, the bargaining position of 
the city is relatively strong. Also, if it is 
feasible to offer a franchise to another 
company to provide the service, the bar- 
gaining position is strong. If neither of 
these conditions exists, utility companies 
can rarely be forced to agree to terms in 
a new franchise not willingly accepted by 
the company. Consequently, the bargain- 
ing position of a city in obtaining more 
favorable terms of a new franchise when 
the old one expires is in direct proportion 
to the ability of the city to acquire owner- 
ship of the property or to find another 
company that can provide the service 
without long interruption of the service 
during the period required to make the 
change. Where the bargaining position of 
the city is weak, duration of the franchise 
has relatively little meaning except the re- 
luctance of a company to go through fre- 
quent franchise negotiations. 





“~ a load of this, folks. The government has got out a 
pamphlet on ‘Tools for Food Preparation and Dishwash- 
ing.’ And it contains some information we'll bet you never thought 
of such as ‘Dishpans should be large enough to hold the dishes but 
not too large for the sink.’ 

“Well, what do you know? For years we had a dishpan that 
wouldn’t hold the dinner plates and when we got a new one tt was 
too big to fit in the sink. Now, thanks to this advice from Washing- 
ton, we'll go right out and buy an in-between-size dishpan and see 
how that works. We never would have solved the problem our- 
selves.” 

—EpiTor1aL STATEMENT, 
Cleveland Plain Dealer. 
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Small Producers’ Bill 


— Russell B. Long and three co- 
sponsors recently introduced _legisla- 
tion to exempt from federal regulation 
smaller independent producers of natural 
gas. The bill, much less sweeping than the 
controversial natural gas bill now bogged 
down in the House, would apply only to 
producers who sell into interstate com- 
merce less than two billion cubic feet of 
gas annually. The Louisiana Democrat 
said the House bill is as “dead as a door- 
nail.” He appealed to the bigger gas pro- 
ducers to join in the effort to pass his 
measure. The measure was cosponsored 
by Senators Joseph S. Clark, Jr. (Demo- 
crat, Pennsylvania), Estes Kefauver 
(Democrat, Tennessee), and Ralph Yar- 


borough (Democrat, Texas). The House 


bill would sharply relax federal controls 
over producer prices on natural gas. 
Long told the Senate his measure was 
aimed at helping the truly independent 
smaller producers, who make up 90 per 
cent of the producers but account for only 
10 per cent of the production of natural 


gas. The Louisiana Senator said he would © 


favor the stalled House bill but “I am a 
realist.” He said “Since the day that the 
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Washington and 


the Utilities 


Republican National Committeeman from 
Texas, Jack Porter, sent out requests for 
contributions to a fund-raising dinner in 
Houston for the Republican party, the 
Harris-O’Hara (House) Bill has been 
dead as a doornail, in so far as this Con- 
gress is concerned.” Long said his meas- 
ure is identical to one offered two years 
ago by Senator Paul H. Douglas (Demo- 
crat, Illinois) as a substitute for a then 
pending gas bill. 


HE Louisiana Senator said the delay 
in rate cases on natural gas before the 
Federal Power Commission has become so 
great as to be “particularly distressing” 
to smaller producers. He told the Senate 
the smaller independents have little effect 
on the price at which gas is sold. Long 
said he knew of no opposition to the 
proposal from gas-consuming areas, which 
fought the bill vetoed by Eisenhower last 
year. “I am satisfied that this measure 
will pass and become law unless the giant 
corporations of the oil and gas business 
see fit to vigorously oppose it,” Long 
said. “It is extremely inappropriate that 
they should do so.” 
Long said he hoped they would realize 
it would be in their “long-range inter- 
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est to have this legislation enacted.” The 
Louisiana Democrat said, “I urge them 
not to put themselves in the position 
of being a dog in the manger and thereby 
preventing the relief to which the small 
producers are unquestionably entitled.” 
Although he still favors a broader bill, 
Long said, “The relief which is so sorely 
needed by the small independents should 
be made available now.” 

Long’s bill so far has produced little 

reaction among lawmakers or within the 
gas industry. While there are indications 
that Congressmen from gas-consuming 
states would not oppose the measure, 
proponents of the Harris-O’Hara Bill are 
not generally enthusiastic. Many lawmak- 
ers would object on principle to the regu- 
lation of part of an industry, grounded 
solely on the basis of size. Senator Mon- 
roney (Democrat, Oklahoma), a sup- 
porter of the Harris-O’Hara Bill to ease 
controls over all producers, so indicated 
in commenting on.the Long Bill. He said 
he believed the entire question has no 
hope for success at this session of Con- 
gress. 
. The bill to exempt independent gas 
producers from the full control of the 
FPC was officially buried for the session 
when one of the sponsors publicly con- 
ceded that it had no chance and that he 
would make no further effort to have it 
considered. Representative O’Hara (Re- 
publican, Minnesota), cosponsor of legis- 
lation to ease federal controls, said that 
House Speaker Sam Rayburn (Democrat, 
Texas) will not even call it up for a 
House vote. 


HE failure of the gas producers’ bill 
to make headway has not helped the 
chances of other efforts to correct the 
Natural Gas Act with reference to the so- 
called Memphis decision. Under this deci- 
sion by the circuit court of appeals for the 
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District of Columbia (Memphis Light, 
Gas & Water Division v. Federal Power 
Commission, 21 PUR3d 209), pipeline 
companies may no longer file rate in- 
creases under § 4 of the Natural Gas Act 
without securing, in advance, agreement 
from all customers to the specific amounts 
of increases proposed. 

The U. S. Supreme Court’s refusal to 
hasten a review of this decision, so as to 
obtain a final ruling before the summer 
recess of the court in early June, will also 
have a delaying effect on any “anti-Mem- 
phis” legislation. So far, no Congressman 
has been found to sponsor correction of 
the rate-making provisions of the act, 
which are now admittedly in a very un- 
certain if not unsatisfactory condition. The 
prevailing tendency in Congress, however, 
is to let the pipeline companies put up with 
the uncertainty until the highest court has 
the: final say on whether the Memphis 
decision should be upheld, changed, or re- 
versed. If it is upheld, the court will 
probably clarify the proper construction 
to be placed on the rate-making provisions 
(§§ 4 and 5) of the Natural Gas Act. If 
the decision is reversed, of course, the 
pipeline companies can revert to previous 
practice and legislative relief will not be 
necessary. But nothing definite will be 
known until next fall. 


» 


Recession Steps 


HE Treasury’s purse strings will be 

loosened in an effort to speed job- 
producing work on $2,255,000,000 worth 
of public housing and rural electrification 
projects. The total construction which the 
administration is trying to speed up in- 
cludes: $75 million for sewer and water 
projects and similar public facilities ; $300 
million for college housing; $1 billion for 
slum clearance and urban renewal; $140 
million for public housing; and $740 mil- 
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lion for rural electrification. The $740 mil- 
lion recommended for the Rural Electrifi- 
cation Administration is money already 
available in the Treasury but not yet 
drawn on by co-operatives or other bor- 
rowers. 

This means that the money already has 
been authorized and the loans approved 
by REA. The breakdown is $580 million 
for rural electric and $160 million for 
rural telephone loans. 

The administration also announced its 
own program for antirecession public 
works construction last month in the wake 
of Democratic-sponsored resolutions call- 
ing for an acceleration of federal spending 
activities. President Eisenhower requested 
an extra $171,450,000 to finance new con- 
struction, including $125,250,000 for 
rivers and harbors and flood-control work 
of the Army Corps of Engineers. This 
latter amount is actually a restoration of 
funds for already authorized public works. 
No new projects are involved. The Presi- 
dent’s action simply revokes the slow- 
down imposed on public works spending 
last year by the Budget Bureau. 


AN accelerated reclamation program has 
also been recommended by the Presi- 
dent as an antirecession measure. The 
program calls for an increase of $70,823,- 
000 in the budget request for fiscal 1959, 
including $45,822,000 for expediting con- 
struction now under way. This would in- 
crease the construction budget for the 
USBR to $232,685,000. The added funds 
will permit expedited construction on the 
Trinity river (California) project and the 
Glen Canyon dam in Arizona. The revised 
program also contemplates a start on two 
other dams in the Colorado river storage 
project—Flaming Gorge dam in Utah and 
Navajo dam in New Mexico. Efforts of 
some of the Democratic Senators to make 
a quick start on a telephone and railroad 
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excise tax cut were slowed down last 
month, not so much by opposition to the 
plan, but by a more widespread sentiment 
against any hasty piecemeal approach 
toward recession cures. 


¥ 


Highway Relocation 


A BILL to speed up construction of fed- 
eral highways has been favorably re- 
ported to the Senate Public Works Com- 
mittee. Included in the bill (S 3414) is a 
provision modifying the present law re- 
garding the reimbursement of utilities for 
the cost of relocation of facilities. The bill 
would limit reimbursement from federal 
funds to 70 per cent of the cost a state is 
required to pay to utilities under state 
law. 

As such, the measure is a compromise 
between the present law, which would 
authorize reimbursement up to 90 per cent 
on the interstate system, and the Case Bill 
(S 3150), providing for a 50 per cent 
limitation on federal reimbursement. Un- - 
der the legislation reported last month, 
only those states whose laws require re- 
imbursement for relocation costs could use 
any federal funds for the purpose. States 
having no such laws, or those whose laws 
merely allude to the Federal-Aid Highway 
Act of 1956, might not be permitted to 
use federal funds for reimbursement pur- 
poses. 

Spokesmen for utility industries were 
fearful there may be a “sleeper” in the 
compromise draft of the bill reported to 
the Senate. 

If the words “required by state law” 
definitely prevented any federal contribu- 
tion for reimbursement of utilities in cases 
of highway expenses and unless state law 
definitely imposes an obligation on the 
state to make such a contribution, the ef- 
fect could be quite adverse to the interest 
of utilities. 
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Fast Write-off Report 


planes Kefauver’s Senate Antimo- 
nopoly Subcommittee has released its 
report on its investigation of the rapid 
tax amortization program, as applied to 
privately owned utilities. This was the 
investigation which took place last sum- 
mer, but the report was not given out un- 
til mid-March. The majority report, which 
was signed only by Subcommittee Chair- 
man Kefauver (Democrat, Tennessee), 
concludes that ‘consumers have fared 
badly” as a result of an FPC ruling that 
the objective of accelerated amortization 
was not primarily to produce lower utility 
rates. The report also states that the 
benefits were granted at “enormous cost to 
the government,” and that the legality of 
fast tax amortization for utilities was 
“questionable.” 

Senators Dirksen (Republican, Illinois) 
and Wiley (Republican, Wisconsin) dis- 
sented. Dirksen called the majority re- 
port “unobjective, unfair, and quite care- 
less of the facts.”” He said the report was 
“a fantastic and transparent effort to put 
the tarred stick on American industry” 
and an effort “to develop a spurious po- 
litical issue” by charging the administra- 
tion with favoritism and with encouraging 
monopoly. He denied that the subcommit- 
tee had produced any evidence of im- 
proper relations, as charged by the ma- 
jority, between Ebasco Services, Incor- 
porated and federal agencies in connection 
with a tax certificate awarded to the Idaho 
Power Company. Senator Wiley, in a 
separate statement, expressed doubt that 
the subcommittee had any jurisdiction 
over rapid tax amortization problems “in 
the electric utility industry, or any other 
industry.” 


. | ew majority report is not expected to 
have any serious legislative effects. 


The issues it attempts to raise are now 
moot, for the most part. The erratic prog- 
ress and timing of the investigation and 
report suggest more striving for politi- 
cal effect than a serious effort to recom- 
mend legislation. In fact, the only change 
or reform the majority could have recom- 
mended is one which already has been 
accomplished. Since the investigation the 
tax amortization program has been dras- 
tically restricted to defense production 
facilities and the entire program is sched- 
uled to end December 31, 1959. 


* 


Miscellaneous 


pment Eisenhower recently nomi- 
nated John S. Cross to succeed Richard 
A. Mack as a member of the Federal 
Communications Commission. Cross, a 
Democrat from Arkansas, will serve out 
the remainder of Mack’s term, which ex- 
pires July 1, 1962. He has been with the 
State Department since 1947 and is now 
assistant chief of the department’s tele- 
communications division. Representative 
Harris, chairman of the House Subcom- 
mittee on Legislative Oversight, whose 
investigation of FCC affairs forced 
Mack’s resignation, said Cross was recom- 
mended for the FCC post three years ago 
by the Arkansas congressional delegation. 

William S. Rummens of Seattle, Wash- 
ington, has been named Assistant REA 
Administrator. Rummens will be in im- 
mediate charge of REA’s rural telephone 
program, succeeding J. K. O’Shaughnessy, 
who retired last September. Rummens 
started his telephone engineering career 
with Pacific Telephone & Telegraph Com- 
pany and, since 1948, has been senior 
telephone engineer on the staff of the 
Washington Public Service Commis- 
sion. 
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Press Group Ad Restrictions 

pn Louisiana Press Association took 

sharp issue last month with the atti- 
tude of the state public service commis- 
sion toward utility advertising. Meeting 
in New Orleans for its seventy-eighth an- 
nual convention, the association con- 
demned efforts on the part of regulatory 
commissions to curtail paid advertisements 
by public utility companies in defense of 
their own policies in rate cases. 

The matter was brought to a head by 
criticism leveled at Southern Bell Tele- 
phone & Telegraph Company in connec- 
tion with a current rate dispute between 
the company and the state commission. 
The two have been at odds ever since the 
commission, in acting on the company’s 
application for a rate increase, reduced its 
rates instead. After exhausting its legal 
remedies, the company decided to take its 
case to the public through paid advertise- 
ments. Commission Chairman Nat B. 
Knight was quoted in the New Orleans 
Times-Picayune in late February as hav- 
ing said that if the company persisted in 
its advertising campaign for higher rates 
he would ask the commission to curtail 
the company’s activities along this line. 
Knight also said that the commission did 
not regard expenses incurred by the com- 
pany in its ad campaign as legitimate op- 
erating expenditures. 
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Telegraph 


In a vigorous resolution, the Louisiana 
Press Association came to the company’s 
defense. The resolution pointed to “a 
growing tendency on the part of govern- 
ment officials and regulatory bodies to 
deny to the public its basic right of full 
information—to restrict and suppress open 
discussion, proper analysis, and critical 
examination in the field of public af- 
fairs...” Such restrictions, said the reso- 
lution, “violate the cardinal principle of 
American freedom of the press by an un- 
warranted curb on the right of business 
and individuals to use advertising media 
for the presentation of information of 
vital public interest...” 


} association’s resolution specifically 
cited as a case in point the state com- 
mission’s attitude with respect to Southern 
Bell ads. To curtail such ads, the resolu- 
tion continued, “would represent an in- 
fringement on the right of this utility 
company, or any utility company, to make 
a proper, timely, and legitimate presenta- 
tion of matters in the public interest 
through the medium of newspapers or 
other recognized means of communica- 
tion . . .” The association officially pro- 
tested such action and urged all regulatory 
bodies to desist and refrain from any rul- 
ings which will curb or restrict the right 
of any business under its jurisdiction 








from use of the medium of advertising to 
inform the public on matters of public 
interest. 

In reply to Commissioner Knight’s 
quoted remarks, H. G. Bartee, Southern 
Bell’s vice president and general manager, 
stated : 


If we understand correctly the posi- 
tion stated by the commission chair- 
man, we are amazed that the commis- 
sion would even consider imposing 
arbitrary restrictions on the company’s 
freedom of speech. Southern Bell has 
always made an effort to keep its em- 
ployees and the public informed regard- 
ing company practices, policies, or prob- 
lems, in the firm belief they have a 
right to know. 

We will continue to defend vigorously 
our right, and in fact our obligation, to 
do this, particularly in a matter such as 
this, when the progress of the state is 
so vitally affected. 

Southern Bell in Louisiana has the 
lowest earnings rate of any major utility 
in Louisiana and the lowest telephone 
earnings of any state in the entire Bell 
system. 

We have, through our current adver- 
tising and information program, at- 
tempted only to give the facts of our 
low earnings position. It’s in the com- 
mission’s interest as well as the com- 
pany’s that the people of Louisiana un- 
derstand these facts, and we cannot 
believe the commission would deprive 
them of proper explanation by any at- 
tempt to impose what would clearly be 
some sort of gag rule. 


rane ong the company’s ads purport 
to show that prevailing rates do not 
provide a sufficient return to warrant con- 
tinued expansion of plant construction 
necessary for adequate service. The com- 
pany’s rate of return in Louisiana is 4.24 
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per cent. In the original rate proceedings, 
the commission assigned a 45 per cent debt 
ratio as “more normal” than the com- 
pany’s actual debt ratio, which is far be- 
low that figure, and used this as a basis 
for reducing the company’s rates. The 
commission contends that Southern Bell’s 
low debt ratio is designed to profit its 
parent company, American Telephone and 
Telegraph Company, at the expense of the 
Louisiana subscriber. 


¥ 


FCC Reorganization Proposed 


_ present investigation of the Fed- 
eral Communications Commission has 
brought forth a variety of proposals de- 
signed to tighten commission procedures 
and to shield it from undue influence in 
the making of decisions. Perhaps the most 
dramatic suggestion comes from Clarence 
C. Dill, former Democratic Senator from 
Washington, who once headed the Senate 
Interstate Commerce Committee. The 
present chairman of the committee, Sena- 
tor Magnuson (Democrat, Washington), 
announced last month that he was pre- 
pared to consider draft legislation sug- 
gested by Dill which would abolish the 
present FCC. 

Under Dill’s proposal, the FCC would 
be replaced by a Federal Communications 
Administration under a single administra- 
tor appointed by the President for a term 
of four years, subject to Senate confirma- 
tion. All of the powers of the present FCC 
would be transferred to the administrator, 
with the exception of the rehearing pro- 
visions of §405 of the Communications 
Act. The powers included in §405 would 
be placed in a new and special Communi- 
cations Court of Appeals, composed of 
three federal judges. 

None of the present members of the 
FCC would be eligible to serve either as 
administrator or on the special court. All 
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records, property, personnel (except com- 
missioners), appropriations, and alloca- 
tions of the commission would be the re- 
sponsibility of the new administration. 
Decisions made by the FCC would remain 
in effect after the new bill has become law 
and all appeals of prior decisions would 
be handled by the special court. 


MM"? observers give Dill’s proposals 
small chance of success. Although 
present FCC procedures could no doubt 
be improved, none of the revelations which 
have been made before the House Sub- 
committee on Legislative Oversight indi- 
cate that faulty procedure is at the heart 
of the problem. Many legislators would 
be reluctant to place as much power as 
Dill’s proposal implies in a single adminis- 
trator. Furthermore, the political over- 
tones of the proposal would almost cer- 
tainly lead the administration to resist 
such legislation and the President to veto 
it if it should be passed by Congress. 

A more likely result of the investiga- 
tion would be legislation along the lines 
recently suggested by Representative Har- 
ris (Democrat, Arkansas), who is chair- 
man of the investigating House group. 
Harris’ subcommittee is considering a 
move to strip the President of his 
present power to designate the chairman 
of the FCC. It has been suggested that 
the chairmanship should rotate from year 
to year or for the head of the FCC to be 


elected by its membership. This sugges- — 


tion, however, appears to be aimed solely 
at reducing alleged White House influence 
and to make the FCC more independent 
of or less sensitive to pressures from this 
quarter. In this connection, it is interesting 
to note that the current investigation has 
turned up far more evidence of pressure 
from Congress and private individuals, 
rather than the White House. 


gered of the proposals to reorganize 
the FCC have come as a result of 
exposures before the House subcommittee 
in regard to the award of a Miami tele- 
vision channel to National Airlines. The 
FCC, however, has determined to defend 
its original decision in court. The com- 
mission has asked the U. S. circuit court 
for the District of Columbia to return the 
case to the FCC for reconsideration. But, 
in doing so, it told the court in a separate 
brief that the award of the disputed chan- 
nel was based on “substantial” and “un- 
controverted” evidence. The brief was de- 
signed to state the FCC’s position on the 
Miami award in case the court turns down 
the reconsideration plea. 

The federal court was expected to ac- 
cede to the commission’s request that it 
be permitted to reconsider the case. House 
subcommittee investigators, however, 
warned the FCC members that this would 
make no difference on further probing 
of the case on Capitol Hill, simply because 
the remanded case would again become a 
“pending matter.’ In the end, however, 
the FCC is generally believed likely to 
reaffirm its original decision in the Miami 
case if it is remanded for further con- 
sideration. The main rival applicant in the 
Miami case has not been shown to be any 
better qualified or to have proceeded any 
more regularly than the successful appli- 
cant in the original FCC proceedings. 


« 
Recent Rate Case 


HE Idaho Public Utilities Commission 

has granted Mountain States Tele- 
phone & Telegraph Company telephone 
rate increases to yield an extra $1,239,000 
a year in gross revenue. This figure fell 
only $188,000 short of the amount re- 
quested by the company. The commission 
allowed a 6.35 per cent rate of return. 
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Financial News 
and Comment 


By OWEN ELY 


Federal Controls Should 
Prevent This Recession 
From Becoming 
Another 1929 


N the twelve months ended February 

28th the FRB Index of Industrial Pro- 
duction dropped from 146 to 130, a de- 
cline of 11 per cent, and a further dip in 
March seemed likely. The index of auto 
production decreased 31 per cent but other 
consumer durables were down only 7 per 
cent. The two extremes among the indi- 
vidual indexes were the production of 
primary metals, down one-third, and the 
index of electric output which was up 4 
per cent. Reflecting the more stable in- 
dexes, supported by well-maintained per- 
sonal income, department store sales de- 
clined an estimated 7 per cent and the 
manufacture of nondurable goods 5 per 
cent. 
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It now seems apparent that the present 
“recession” will be greater and longer 
than those of 1949 and 1954. In the record 
depression of August, 1929, to July, 1932, 
the FRB index dropped more than one- 
half (from 114 to 53). By May, 1937, it 
had risen to 121, but in the next twelve 
months dropped to 81, a dip of nearly one- 
third. In 1953-54 the index declined from 
137 to 123 in a twelve months’ period, a 
dip of 10 per cent. 

Economists, politicians, and statesmen 
are especially concerned about the present 
decline because it might correspond to the 
famous big depressions which have oc- 
curred about a decade after several big 
wars. In the present instance we apparent- 
ly had a “reprieve” because of the Korean 
War, and in recent years the huge arma- 
ment program (which accounts for rough- 
ly half of government expenditures and 
one-tenth of gross national product) has 
been a stimulating factor, postponing by 
a few years the accumulation of a glut of 
consumers’ durable goods, large inven- 
tories, excessive debts, and other malad- 
justments which usually trigger a real de- 
pression. 


[I a major depression similar to 1929-32 
inevitable, either now or perhaps in the 
early 1960’s? In 1929 the Federal Reserve 
System was considered a bulwark to pro- 
tect the country from a banking disaster, 
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but was not flexible enough for this pur- 
pose. At the present time we rely on nu- 
merous “built-in safeguards” — greater 
Federal Reserve powers, more orderly 
liquidation of mortgages and other debts, 
unemployment compensation, farm price 
supports, etc. 

One thing is certain—the federal gov- 
ernment now has much more control over 
business than in 1929-32. In 1930 federal 
purchases of goods and services ($1.4 bil- 
lion) were only about 1.5 per cent of the 
gross national product. There was a mod- 
est attempt at pump priming by Mr. 
Hoover with the RFC, etc., but in 1933 
federal purchases had increased to only 
$2 billion and this was more than offset 
by the decline in state and local expendi- 
tures from $7.8 billion to $6 billion—re- 
sulting in an overall cut of 13 per cent. 
Later, of course, the Roosevelt adminis- 
tration began to spend more liberally, and 
by 1940 the federal figure had risen to 
three times that of 1933, while in 1944 it 
reached $90 billion or about 43 per cent 
of gross national product. 


ie 1929, also, the government’s control 
over personal income through income 
tax collections was far less than at pres- 
ent. Mr. Hoover’s tax measure in Novem- 
ber, 1929, saved the average taxpayer only 
about $10 a year. In comparison, in 1953- 
54 there was a tax cut of $7.5 billion. 
With no substantial controls over con- 
sumer net income and construction ex- 
penditures, as well as much political bick- 
ering over the limited defensive measures 
which were proposed, the 1929 debacle was 


Expended for Durable Goods 
Expended for Nondurable Goods 
Expended for Services 


allowed to “snowball” for three years. 
Exact figures for the depression period are 
not available, but the blow to the national 
economy in the period 1930-33 may be in- 
dicated as shown in table below. 

In 1956 (latest available figures) fed- 
eral expenditures for goods and services 
were about 11 per cent of GNP contrasted 
with 1.5 per cent in 1930. The administra- 
tion is making a belated start with “pump 
priming”: Defense spending, slowed last 
year to avoid encroaching on the fixed 
federal debt limit, is again being speeded 
up, and it was announced recently that 
$100 million defense contracts had been 
placed with the auto industry. Congress 
recently sent a bill to the White House to 
spend $1.8 billion on housing, and the 
complicated federal mortgage machinery 
is being speeded up, with the hopes that 
200,000 additional homes will be built this 
year. President Eisenhower has directed 
government officials to encourage faster 
development of expenditures for slum 
clearance, rural electrification, and other 
construction projects totaling about $1.5 
billion, of which the government would 
put up $133 million in direct grants and 
about $1.4 billion in loans, There has been 
considerable talk about a tax cut “across 
the board” but it looks now as though 
nothing definite will be done on this be- 
fore May or June, if at all. 


¥ may be of interest to look at some of 
the basic conditions responsible for de- 
pressions. Debts appear to be the major 
factor. In the eighteenth and nineteenth 
centuries government debt perhaps played 


Per Cent 
Decline 


Invested in New Construction, Machinery, etc. 


Gross National Product 
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CALENDAR OF UTILITY OFFERINGS FOR SECOND QUARTER* 


Date of Approx. Method 
Bidding Amount Of Moody 
Or Sale (Millions) Offering Rating 


Bonds 

4/1 $10 Idaho Power Co. lst Mtg. Bonds 1988 Aa 
4/1 10 Idaho Power Co. S. F. Debs. 1983 A 
4/9 15 Duquesne Light Co. Ist Mtg. Bonds 1988 

50 Commonwealth Edison Ist Mtg. Bonds 1988 Aaa 

15 Mississippi Power & Light Bonds A 

15 Missouri Power & Light Ist Mtg. Bonds 1988 .... A 

50 Consolidated Edison Ist Ref. Mtg. Bonds 1988 ... Aa 

3 Sierra Pacific Power Bonds 

10 Atlantic City Electric lst Mtg. Bonds 1988 

15 Southern Counties Gas Bonds 

20 Puget Sound P. & L, Bonds 

10 Puget Sound P. & L. Bonds 

40 Philadelphia Electric Bonds 

8 New Jersey P. & L. Bonds 

15 United Gas Improvement Bonds 

20 Long Island Lighting Bonds 

20 Gulf States Utilities Bonds 

25 Illinois Power Bonds 

22 Brooklyn Union Gas Bonds 

25 Appalachian Power Bonds 

16 Public Service of Oklahoma Bonds 

20 New York State E. & G. Bonds 

18 Central Hudson G. & E. Bonds 

20 Potomac Electric Power Bonds 

20 Columbia Gas System Bonds 

25 Virginia E. & P. 1st & Ref. Mtge. Bonds 

15 Oklahoma G. & E. Bonds 

8 Kansas G. & E. Bonds 

15 Delaware P. & L. Bonds 

10 Delaware P. & L. Bonds 

35 Natural Gas Pipeline of America 1st Mtg. Bonds .. 

20 Merrimack Essex Electric 1st Mtg. Bonds 1988 .. 

— Texas Power & Light Ist Mtg. Bonds 

— Texas Electric Service Bonds 

16 Mountain Fuel Supply Bonds 

45 Consolidated Nat. Gas Bonds 

8 Otter Tail Power 1st Mtg. Bonds 

15 Toledo Edison Bonds 

17 Tampa Electric Bonds 

10 Kansas Power & Light Bonds 


Preferred Stock 


Atlantic City Electric Preferred Stock 

Wisconsin P. & L. Preferred Stock 

Texas Eastern Transmission Preferred Stock .... 
Public Service of Colorado Preferred Stock 








(Continued) 
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Date of 
Bidding 
Or Sale 


Approx. 
Amount 
(Millions ) 


Common Stock 


21 


4/2 
16 


4/15 
4/16 
4/23 
5/19 
5/ 


(Continued ) 


Method 
Of Moody 
Offering Rating 


General Telephone Corp. Common Stock 

New England Electric System Common Stock ... 
Sierra Pacific Power Common Stock 

Atlantic City Electric Common Stock 

Gulf States Utilities Common Stock 

Wisconsin P. & L. Common Stock 

Rochester G. & E. Common Stock 


*Excluding private offerings. C—Competitive. N—Negotiated. R—Refunding. S—Sub- 
scription. S-C—Subscription, with competitive stand-by underwriting. S-N—Subscription, 


with negotiated stand-by underwriting. 


a greater role than private debt, but in 
1929 private debts were the major factor. 
The liquidation of a huge volume of debts, 
and the resulting readjustments in the dis- 
tribution of wealth between debtors and 
creditors, was an unhappy process. First 
the squeeze was put on stock speculators 
through forced liquidation of margin ac- 
counts and bank loans, and the resulting 
decline in values (stock prices dropped al- 
most 90 per cent) shook the whole bank- 
ing structure and forced a drastic reor- 
ganization. Liquidation of city and farm 
mortgages was slower but none the less 
inexorable. Between 1929 and 1933 debts 
were readjusted as shown in the table 
below. 

The 1937-38 depression resulted in 
comparatively slight reduction in debts, 


3d 


only about 2 or 3 per cent on an overall 


Corporate Short-term 

Corporate Long-term 

Individual and Noncorporate— 
Mortgage Debt 
Nonmortgage Debt 

Federal 

State and Local 
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basis; changes were mostly in corporate 
bank loans and in private nonfarm debts, 
which declined $1.6 billion or about 9 
per cent. In the postwar period there has 
been a steady increase in total debt, both 
private and public—uninterrupted by the 
minor recessions of 1949 and 1954. Over- 
all debt for this country at the end of 1956 
(1957 data are not yet all available) ap- 
proximated $803 billion, about three and 
three-quarters times as large as in 1929. 
However, if adjustment is made for 
changes in population and in the value of 
the dollar the increase drops to about 43 
per cent. Moreover, gross national prod- 
uct has grown faster than total debt since 
1929—297 per cent versus 276 per cent; 
and individual savings have increased 430 
per cent—from $47 billion to $249 billion, 
not including investments in securities. 
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PROGRESS OF NEW MONEY FINANCING 


BY UTILITY COMPANIES RENDERING 
PRINCIPALLY ELECTRIC SERVICE". 


MILLIONS CUMULATIVE MILLIONS 
$3,000 $3,000 






























































BY UTILITY COMPANIES RENDERING 
PRINCIPALLY GAS SERVICE’ 


CUMULATIVE MILLIONS 
. $1,500 
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7 11958 


Jan. Feb. March April Moy June July 





* Covers componies included in the colendor with ossets over $35,000,000. 
Source, Irving Trust Company 
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HILE there is not too much comfort 

in the debt figures, the important 
point is that the character of the debt is 
changed. Private debt has increased only 
130 per cent since 1929—more than ac- 
counted for by population gains and dol- 
lar inflation—and now consists largely of 
instalment and other consumer debt, with 
a negligible amount of security loans, etc. 
It is true that repossessions of cars are 
showing some increase, but certainly this 
is a minor factor compared with the holo- 
caust of margin calls and bank failures in 
1929-32. 

Thus, the most vulnerable part of the 
economy today would seem to be the fed- 
eral government itself, if inflation is al- 
lowed to increase and the federal debt to 
get out of hand. This is what happened, 
of course, in the earlier history of the Re- 
public when federal debt became top- 
heavy and it became difficult to sell new 
government bond issues. But certainly 
there is no indication that we are ap- 
proaching any such difficulties at this time. 
The government has made at least a start 
toward reducing its unwieldy short-term 
debt and it is to be hoped that this pro- 
gram will continue. The Federal Reserve 
is now a strong force against inflation, and 
hence any concessions made to “pump 
priming” should be only temporary. 


= may be of interest to note how electric 
output has been affected in depressions. 


The weekly indices compiled by The New. 


York Times furnish a statistical compari- 
son. See table below. 
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e 


Depression 
Period Weeks Ended 
1929-32 7-29-29 to 8- 6-32 
1937-38 8-14-37 to 4-23-38 
1948-49 11-20-48 to 10- 8-49 
1953-54 6-13-53 to 7-10-54 
1957-58 1-19-57 to 3- 3-58 
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The decline in electric kilowatt-hour 
output is usually less than the decline in 
general business because the residential, 
commercial, and miscellaneous compo- 
nents are less affected than the industrial ; 
and the decline in revenues is less than 
that in kilowatt-hours because of indus- 
trial “demand charges,” promotional resi- 
dential rate structures, etc. There are fur- 
ther safeguards for net:income, such as 
nonuse of obsolete plant, etc. Certainly in 
the present recession the electric utilities 
have been practically unscathed—a ma- 
jority of companies expect an increase in 
share earnings in 1958. And according to 
the recent SEC forecast, public utilities 
will spend 4 per cent more on construction 
this year, while other corporations are 
cutting expenditures 17 per cent as com- 
pared with last year. 


* 


Nuclear Power Cost 
6é * 3? 
Guesstimates 


pie H. Roppits, Jr., deputy director of 
the AEC Division of Reactor Devel- 
opment, in a recent address before the Na- 
tional Industrial Conference Board, dis- 
cussed nuclear power cost estimates. He 
remarked, “the area of power economics 
is very deep water for the unitiated. . . . 
The usual offerings are in my opinion only 
‘guesstimates,’ ” 

In estimating capital costs of nuclear 
plants, items of great importance are re- 
search and development. Safety require- 
ments, which sometimes require addition- 
al land, special waste disposal features, 


Per Cent Decline 


Combined Elec. 

Business Output 
Index Index 
—43% —21% 
—28 —17 
—24 —5 
act 45 
—14 +7 
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etc., should not be overlooked. The cost 
of the initial fuel investment, and other 
special material such as heavy water, may 
or may not be included in capital costs and 
variations may easily account for differ- 
ences of 100 per cent or more in quoted 
costs of construction. 

Financing and amortization policies 
have an important effect on estimates of 
capital cost, and it is also customary for 
electric utilities to charge interest during 
construction to capital cost, but many nu- 
clear power “guesstimates” overlook these 
items. Regarding depreciation, there are, 
of course, several different methods, a 
choice of which would produce a marked 
difference in overhead costs. Also, the 
estimated cost of obtaining construction 
funds, etc., may vary considerably. Con- 
sidering all these factors, the cost of gen- 
eral overhead may vary from as little as 
4 per cent to as much as 15 or 20 per cent. 
Mr. Roddis stated : 


Even if comparable assumptions are 
made in comparing conventional power 
plants and nuclear power plants, there 
may be substantial differences in the end 
result since the balance between fixed 
and variable charges will be quite dif- 
ferent in the two types of plants. 


W's regard to the operating costs of 
a nuclear power plant, any estimate 
requires that a series of assumptions be 
made affecting operating power level, load 
factor, fuel element life, maintenance 
costs, taxes, and insurance. One difficulty 
is that the operating power level of an 
atomic reactor cannot be accurately fore- 
cast when the plan is designed: For ex- 
ample, the EBWR plant at Argonne 
Laboratory near Chicago was designed 
for a thermal output of 20 megawatts and 
an electrical output of 5 megawatts, but 
has already operated at a thermal power 
level of 50 megawatts. 


Another question is load factor. Atomic 
reactors have been operated reliably for 
hundreds of hours at nearly 100 per cent 
load factor, but it has become fashionable 
to assume 80 per cent as a typical load fac- 
tor for a nuclear plant. 

Regarding the fuel cycle, there are sub- 
stantial differences in the estimated cost 
of producing and fabricating the fuel, and 
even wider variations in estimates as to 
how long a given element will last in a re- 
actor. In Mr. Roddis’ opinion, fuel cycle 
costs are now the biggest single uncer- 
tainty affecting estimates of nuclear pow- 
er costs—the difference may be in a range 
from 10 to 100. Maintenance costs are also 
important and for some kinds of reactors 
may prove to be “completely dominant” 
in determining efficiency. Insurance and 
taxes are also uncertain factors, particu- 
larly the latter. Pricing policies for urani- 
um and plutonium are important, as well 
as the cost of chemical reprocessing. 


Me: Roppits gave a detailed comparison 
of two cost estimates. Taking the 
same plant, with 100,000-kilowatt ca- 
pacity and an estimated sales price of 
$30 million, an optimist in one country 
estimated net cost of power at only two 
mills per kilowatt-hour, while a pessimist 
in another country estimated 31.6 mills. 
Some of the differences underlying these 
estimates were the following: The opti- 
mist estimated actual megawatt heat 50 
per cent higher than the pessimist, and 
net thermal efficiency 20 per cent higher, 
resulting in an 80 per cent increase in net 
output. He estimated plant life at forty 
years compared with sixteen, and plant 
factor at 50 per cent more. Burn-up was 
five times higher and the PU credit two 
and one-half times as much. Also, he esti- 
mated the cost of core preparation and 
fabrication at only 40 per cent of the pes- 
simist’s figure. Plant cost was 25 per cent 
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lower, and no allowance was made for in- 
terest during construction, charge for site, 
etc. The optimist assumed that money 
would cost only 3 per cent compared with 
the pessimist’s assumption of 7 per cent; 
he included nothing for taxes and insur- 
ance, and his depreciation rate was only 
23 per cent per annum versus 6 per cent. 
Thus his fixed charge rate per annum was 
only 5.5 per cent contrasted with 20 per 
cent for the pessimist. 

As the net result of these differing as- 
sumptions, estimated cost of generating 
one kilowatt-hour, in mills, varied as fol- 
lows: 

Optimist Pessimist 

Fuel Costs 

Uranium Cost, Net 
Fuel Fabrication 


Chemical Reprocessing .... 
Plutonium Credit § 


Net Fuel Cost 
Other Operating Costs 
Fuel Investment Charges ... 
axed Charges .......0..06 


Net Cost 


2.4 
9.2 
1.2 
(1.4) 
11.4 
1.8 
0.6 
17.8 


31.6 


0.0 
1.2 


While Mr. Roddis’ example appears to 
be quite an extreme case, his figures are 
interesting because they throw some light 
on the many factors involved in nuclear 
power costs. 


3/20/58 Divi- 
Price dend 
About Rate 


American G. & E. ........ 
Arizona Pub. Serv. ....... 
Arkansas-Mo. Power 
Atlantic City Elec. ....... 
Baltimore G. & E. ........ 
Bangor Hydro-Elec. ..... 
Black Hills P. & L. ...... 
Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

Oo ay yo CO ee 
AGaSNSINIGA ESI ss, oes oo 0 
Cent. Hudson G. & E. .... 
oS OS 2 
Cent. Ill. Light 

CS a Ue oe ee 
Cent. Louisiana Elec. ...... 
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DATA ON ELECTRIC UTILITY STOCKS 
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3.6% 
4.0 
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Taking Advantage of Hidden 
Tax Benefits 


QUIRK in federal income tax regula- 
tions permits full salaries of utility 
officers to be deducted as income tax ex- 
pense, even though part of the salaries 
have been assigned to construction work 
and capitalized, Willard F. Stanley (for- 
merly vice president of Southwestern 
Public Service Company and now a finan- 
cial consultant) pointed out in an article 
in the Electrical World for February 24th. 
Many utilities apparently assume that 
they can only use as an expense the amount 
representing the proportion of the time 
assigned to operations. 

Federal court cases appear to indicate 
the company can deduct the entire salary 
for taxes, even though a portion is capital- 
ized on the books. The effect is to increase 
net income in the year the salaries are paid 
and also obtain for the company an eco- 
nomic benefit in the form of the free use 
of the taxes on the amount of the capital- 
ized salaries for a period equal to half the 
life expectancy of the property being con- 
structed. Where the rate of expansion is 
high this would mean a sizable economic 
gain to the average utility. 


Aver. 


In. Sh. 
% In- Earns. 
crease 1952-57t 
8% 9% 
3 13 
10 
10 
6 


Appros. 
Div. ee. 
Pay- Stock 
out Equity 


Price- 
Earn. 
Ratio 
20.1 
15,4 
14.6 


Recent 
rox. Share 
teld Earnings 


$2.19Ja 
1.85Se* 
1.30Se 
1.80De 
2.33De 
2.21De 
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_ _ Abpros. 
7 — p see Approz. _— % In- yg — ps4 = 
(Continued) About Rate ield Earnings crease 1952-57¢ Ratio out Equity 
1.83F* D3 12.6 
2.47Se DS 
1.04De* 
2.01De 
1.17Se 
2.64De 
1.76De 


S 


Cent. Maine Power 

Cent. & South West 

Cent. Vermont P. S. ...... 
Cincinnati G. & E. ....... 
Citizens Util. “B” 

Cleve. Elec. Illum. ....... 
Colo. Cent. Power 
Columbus & S. O. E. .... 
Commonwealth Ed. ....... 
Community Pub. Ser. ..... 
Comma Pre icon ss cess 
Consol. Edison 

Consumers Power 

(Deo Sa at 6 er 
Delaware P. & L. ........ 
Detroit Edison 

Duke Power 

Duquesne Light 

East. Util. Assoc. ........ 
Edison Sault Elec. ....... 
BAO PASO VPNOCS 60's ois. o'sieee-e's 
Empire Dist. Elec. ....... 
Florida Power Corp. ...... 
[Oro ll Se 4 Orr 
General Pub; Util, ...<...... 
Green Mt. Power 

Gulf States Ul: «cs cc0s 
laterore he Tes be cacsne%s 
Hawatian ElEC.. ..cecsccess 
Houston (Ge PR. 0860 scee 
Idaho Power 

Illinois Power 
Indianapolis P. & L. ...... 
Interstate Power 

fowa Hiec. 1. oP. sce as 
Towa-Ill. G. & E. ........ 
Iowa Power & Lt. ........ 
Iowa Pub. Service 

Towa South, Util. ........ 
Mansas Gity. bo 0e Li s:6s08.s 
Kansas G. GB. ..cdesse0 
Kansas Pr. -@& Lt ..iscss. 
mentucky Oty. scs0ci.0%s's 
Lake Superior D. P....... 
Tone ‘sland Etes oss .0: 
Louisville G. & E. ........ 
Wiaaison Gy eB. 6 6c sss ae 
Maine Pub. Service 
Michican Gii® Bo. cies.ss:.' 
Middle South Util. 
Mimesota P.& L. 2.2... 
iss. Valley B.S. 6 6seess 
Missouri Pub. Serv. ...... 
Missouri Util. 

Montana Power 

New England Elec. ...... 
New England G. & E. .... 
New Orteans P.S. ........ 
INNG@WHOTt FICC, 6. cece ise os 
N.Y: State: EB & G.....065 
Niagara Mohawk Pr. ..... 
Northern Ind, P. S. ....... 
Nor. States Power 
Northwestern P. S. ....... 
Ohio Edison 

Oklahoma G. & E......... 
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Aver. 
Incr. Appros. 
3/20/58 Dive Recent In. Sh. Price- Div. Common 
(Continued) Price Approx. Share % In- Earns. Earn. Stock 
About Rate teld Earnings cvrease 1952-57¢t Ratio Equity 


1.14De** 8 15 
2.21Ja 3 
3.41De 1 
2.05De* D2 
3.23Ja D2 
2.60De 
1.75De 
1.58De* 
2.81De 
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Penn. Power & Lt. 

4 Sy La ener 
Portland Gen. Elec. ...... 
Potomac Elec: Pr. ......- 
Pub. Serv. of Colo. ...... 
Path: ery. © ar As: Kssess 
Pup Serv. OF fad, 024... 
Pub. Serv. of N. H. ...... 
Pub. Serv. of N. M 

Puget Sound P.G& 1. ...... 
Rochester G. & E. 

St Joseph La P. 2.24... 
San Diego G. & E. ...... 
pavannan ©, PB. ....0.60. 
Sierra ache PL. v.ks. sas 
So. Calif. Edison 

So. Carolina E. & G. ...... 
Southern Colo. Pr. ....... 
Southern Company 

So. Indiana G. & E. ...... 
So. Nevada Power 
Southern Utah Power .... 
Southwestern E. S. ...... 
Southwestern P, S. ...... 
Tampa Electric 

Texas Utilities 

Toledo Edison 


Union Elec. of Mo. ...... 
United Illuminating 
Upper Peninsula Pr. .. 
Utah Power & Lt. .... 
Virginia E. & P. ..... 
Wash. Water Power 

West Penn Elec. ......... 
West Penn Power 
Western Lt. & Tel. ...... 
Western Mass. Cos. ...... 
Wisc. Elec. Pr. (Cons.) .. 
Wiesconsn P.& L. ....<... 
WVisconsi P. SD, .ssce2. sss 
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Averages 


Foreign Companies 


Amer. & Foreign Pr. $1.00 ; $1.73Se D28% 
Brazilian Traction 53a : 2.19De** 86 

oT SE eo hf Saas 1.40 E 2.33De — 1 
Gatineau Power 1.50 ; 2.39De 5 1 
PEERSCON AE Es. 6c556:0000 50b : 1.67De** D7 

Quebec Power 1.40 } 2.17De 8 13. 
Shawinigan Water & Pr. .. 68 1.48De 5 17.6 


*Deferred taxes resulting from liberalized depreciation are not normalized. **Calendar year 1956. ¢For 
companies which have reported calendar year 1957 earnings. (For other companies the increase is for 1951- 
56.) D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town 
exchange. S—New York Stock Exchange. Ja—January; F—February; Ma—March; Ap—April; My— 
May; Je—June; Jy—July; Au—August; Se—September; Oc—October; N—November; De—December. 
a—Also 5 per cent stock dividend December 27, 1957. b—Also 5 per cent stock dividend May 1, 1957. c— 
Also 5 per cent stock dividend March 10, 1958. e—Excluding special nonoperating profits of 26 cents per 
share realized from the sale of coal properties. f—Also stock dividend of one-half per cent quarterly. 
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HE business news since the turn of 

the year has resolved at least one of 
the uncertainties that had previously ob- 
scured the economic picture. Until fairly 
recently, there was some question whether 
an actual business down turn was in the 
making or whether the sag was merely a 
pause along the road. Now, this issue is no 
longer in doubt; it is generally agreed that 
the American economy is in a full-fledged 
recession. 
- Regarding the extent and duration of 
the recession, however, and the prospects 
for a renewed upturn, opinions not only 
among economists but also among busi- 
nessmen are as divergent as ever. In fact, 
rarely have competent observers differed 
so widely concerning the outlook. Opin- 
ions range from confidence in imminent 
recovery to concern over the possibility of 
a sustained depression. Perhaps this is not 
altogether surprising; during most of the 
postwar era, the economic environment 
has been generally expansive. Only in 
1948-49 and 1953-54 did the economy as a 
whole recede significantly, and in both in- 
stances the decline was moderate and its 
duration was brief. Nevertheless, since the 
same economic information is available to 
all, one must ask how it happens that quali- 
fied economists should differ so radically 
in their interpretation of the present and 
their guesses as to the outlook. By explor- 
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What Others Think 


The Business Outlook—Why Economists Disagree 


ing these differences we may hope to gain 
better perspective regarding the economy’s 
current position and what may be in store 
in the future. 

So far, the progress of this third busi- 
ness recession in the postwar era closely 
resembles its two predecessors in many re- 
spects. Although the onset of a recession 
is always disturbing, it is some consolation 
to realize that the pace and extent of the 
down turn have not been perceptibly dif- 
ferent from these previous moderate ad- 
justment periods, and that the pattern of 
developments to date is by no means un- 
usual. 


HE gross national product—which is 

an estimate of the value of all goods 
and services produced, and thus more 
closely than any other indicator measures 
total economic activity—has receded only 
slightly from its peak rate of last year. 
Now estimated as running at a $430 bil- 
lion annual rate, it is only about 24 per cent 
below the all-time record rate of $440 bil- 
lion reached in the third quarter of 1957. 
The biggest single factor contributing to 
this decline was the shift from an inven- 
tory build-up to liquidation in the closing 
months of 1957, and such a shift is alto- 
gether typical of a business recession. In- 
ventory liquidation, in turn, was prob- 
ably sparked by the more than ample sup- 
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ply of goods of all kinds, abundant produc- 
tive capacity, some moderate weakness in 
aggregate consumer buying, and a less 
optimistic appraisal of prospective de- 
mands in the period ahead. 

In addition to the liquidation of inven- 
tories, a decline is getting under way in 
another major sector of the economy; 
namely, business outlays on new plant and 
equipment. Through the turn of the year, 
such outlays did not decline much, if at all, 
but the presence of excess industrial capac- 
ity virtually across the board, and the 
many signs pointing to deferments and 
cancellations in business expansion pro- 
grams, have clearly affected business de- 
cisions and the business climate. Residen- 
tial building, on the other hand, seems to 
have bottomed out in 1957 and for some 
months has been giving some tentative in- 
dications of an upturn. Total construction 
activity, moreover, is being well-sustained, 
largely by the persistent uptrend in public 
facilities. 

Finally, the sag in defense orders, which 
became an unsettling factor in the busi- 
ness climate after the middle of last year, 
has been halted and reversed. 


_ipenteiorenng production has dropped 
more than total economic activity, and 
this, too, is typical; with new orders down 
and inventories being liquidated, the busi- 
ness recession is affecting manufacturing 
and mining substantially more than the 
service industries. Within the manufactur- 
ing category, the durable goods industries 
—and particularly the production of 
primary metals, metal products, ma- 
chinery, and transportation equipment— 
have been hardest hit. Most soft goods in- 
dustries except textiles and petroleum are 
holding up fairly well, which again con- 
forms to the usual pattern of recession. 
The current down turn has had a con- 


spicuous impact upon employment and 
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profits. Manufacturing employment and 
the factory workweek were easing off dur- 
ing much of 1957 and have fallen more 
rapidly in recent months. In February, 
partly because of seasonal curtailments in 
construction and trade, unemployment 
evidently rose to about 5 million, com- 
pared with an average of less than 3 mil- 
lion for 1955 through 1957. Corporate 
profits, too, have been adversely affected, 
to judge from the earnings statements cur- 
rently becoming available. Personal in- 
come, however, although sagging for some 
months, is still very close to its all-time 
peak. 


HUS, as always when a recession takes 

hold, the economic picture is neither 
one of unmitigated despair nor is it 
wholly reassuring. How long the down 
turn may continue, how long the economy 
may remain at recession levels, and how 
long until an upturn takes hold depend 
in large part upon the extent of the malad- 
justments in the economy and upon the 
reactions of consumers and businessmen 
as well as government to the developments 
already under way. It is because these 
maladjustments cannot be measured ac- 
curately and because these reactions and 
interactions cannot be forecast by any de- 
vices or techniques now available, that 
analysis of the economic prospects, even 
over the very near term, is today more 
than ever dependent upon human judg- 
ment. This presumably accounts for the 
prevailing divergence of views regarding 
the outlook. 

A minority opinion is that the economic 
down turn has been virtually completed 
and that improvement is close at hand; if 
proven correct, this would make the 1957- 
58 recession one of the shortest in our his- 
tory. At the other end is another group 
which suggests that business will continue 
to slide off throughout the remainder of 
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“NOW DON’T TELL ME YOU DIDN’T HEAR THAT!” 


1958 and that this may culminate in a sus- 
tained and serious depression. Most fore- 
casters stand between these two poles; at 
present they expect the decline to end 
some time this year but even here there are 
many shades of thinking as to whether the 
end of the decline will be followed by a 
rapid improvement or whether we face a 
long period of lower activity, with re- 
covery developing only slowly as time 
moves on. Basically, this broad spectrum 
of forecasts seems to be due mainly to 
differences in evaluating the prospects for 
various key sectors in our economy—busi- 
ness inventories, business investment out- 


lays, consumer demands for automobiles, 
houses and goods in general, and the im- 
pact of actions by government. 


HE CONSUMER. Consumer spending 

has repeatedly been a source of 
strength in our economy. This was the 
case not only in the early postwar period, 
but again in 1954 and 1955, when vigorous 
buying of new homes and automobiles 
sparked the recovery and led to a renewed 
business boom. Proponents of the optimis- 
tic school of thought point to the fact that 
incomes are cushioned by unemployment 
benefits and other social programs, that 
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some 4 million workers are scheduled to 
receive automatic wage increases in 1958, 
and that further pay rises are in prospect. 
Consequently, they reason, consumer 
spending should continue strong and will 
provide a powerful incentive to recovery 
as soon as confidence is restored. 

The more skeptical students of the busi- 
ness picture, however, note that consumer 
spending almost always holds up well in 
the early stages of a business recession, 
but that spreading layoffs, shorter work- 
weeks, and inroads on savings cannot help 
but put a further crimp into consumer buy- 
ing, especially of durable goods, which has 
already suffered a sharp decline. 

Since the demand for consumer durable 
goods has an important effect upon those 
industries that have suffered the sharpest 
cutbacks in the current recession, their 
outlook, especially for the automobile in- 
dustry, is in the forefront of attention. 
Passenger car sales have been in a sinking 
spell in the past few months and have been 
running some 30 per cent below a year ago. 
Despite steep reductions in output, dealers’ 
stocks are at record heights and further 
production cutbacks are expected. Some 
observers are nevertheless reasonably con- 
fident that a good seasonal rise in sales will 
develop soon, and that the industry may 
still sell some 5.5 million cars this year. 
One factor bolstering their confidence is 
that more and more consumers are now 
making their final payments on automobile 


debt incurred during the banner year 1955 


and thus will once again be ready to enter 
the market. 


p> ee more cautious business analysts, 
however, place greater weight upon 
the current sag in incomes and employ- 
ment, the effects of these declines upon the 
willingness of consumers to increase their 
debts at this time; also, they suggest that 
the public is not overly enthusiastic over 
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the 1958 models and in this economic en- 
vironment is sensitive to their higher 
prices. Consequently, they doubt whether 
sales may reach even the 5 million mark 
this year, compared with 5.8 million in 
both 1956 and 1957. 

The outlook for home building is like- 
wise controversial; opinions are divided 
between those who expect increased avail- 
ability of credit and easier financing to 
stimulate greater activity and those who 
question whether there will be sufficient 
demands to take the new houses off the 
market. In 1954, assisted by the greater 
availability of money and widespread 
liberalization of lending terms, housing 
starts advanced materially despite the 
slowdown in business, and many believe 
that an improvement in housing may again 
provide support to the economy in 1958. 
This point of view is encouraged by the 
expectation of yet easier financing to 
come, the spurt in applications for FHA 
appraisals in January, and the prospect of 
further action by government to make 
more funds available, at liberal terms, for 
the purchase of homes. Others, however, 
doubt whether buyers can be expected to 
show greatly increased interest in new 
home buying as long as employment and 
income prospects are questionable, es- 
pecially in view of the large additions that 
have already been made to the housing 
stock in recent years and the rapid growth 
of mortgage debt. 


HE Business Sector. The case for a 

speedy end to the recession rests in 
large part on the outlook for business in- 
ventories. It is frequently pointed out that 
inventories, in terms of physical volume, 
were not excessively high even at their 
1957 peaks, that wholesalers and retailers 
have been following cautious inventory 
policies for over a year, and that on the 
manufacturing level considerable liquida- 
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tion already has been achieved in the past 
few months, especially in stocks of basic 
materials; steel users, for example, have 
been living off their inventories for quite 
some time. Consequently, it is believed that 
inventory liquidation in the aggregate 
cannot persist for long, the more so as 
defense orders are rising. The economy 
may thus soon be relieved of the pressures 
of inventory reductions; some rebuilding 
of stocks is anticipated within the next 
few months. 

Against this stands the view that some 
inventories particularly in manufacturing 
are still unduly heavy, and that the cur- 
rent weakness in spending on durable 
goods, both by consumers and by business, 
makes further liquidation a reasonable 
prospect. Also, it is emphasized that in- 
ventories rarely lead a business upturn; 
rather, they follow a revival of sales and 
are not accumulated to any significant ex- 
tent—barring international upsets, of 
course—until recovery is well under way. 


Bm direction of business spending on 
new plant and equipment, at least 
over the near term, is one of the less debat- 
able factors in the business outlook today ; 
there is widespread agreement that such 
spending is on a decline. However, some 
economists hope that a turn for the better 
will come before the end of the year, while 
others hold that we have just concluded a 
major investment boom and that the down- 
trend in capital expenditures may last far 
longer and carry further than current sur- 
veys of spending plans would indicate. The 
optimistic point of view cites the under- 
lying growth trends in the economy, the 
huge and expanding outlays for research 
and new product development, and the 
constant pressure to modernize facilities 
in order to meet competition and check 
rising costs. The more somber outlook, on 
the other hand, is bolstered by the sharp 


drop in orders for machinery and new 
industrial building, falling business ap- 
propriations for new capital projects, and 
increasingly frequent reports of stretch- 
outs and cancellations. With profits 
squeezed and capacity likely to remain ex- 
cessive in many major industries for some 
time to come, it is stressed, there may be 
little inducement to embark on further 
ambitious capital expansion programs for 
some years to come. 


HE ROLE OF GOVERNMENT. While the 

private sector of the economy is 
agreed to be in a sag, at least for the pres- 
ent, it is equally evident that demands by 
government, both on federal and on state 
and local levels, are in a rising trend. There 
is no dispute over the strength in public 
construction in 1958. State and local con- 
struction projects continue to expand, the 
highway program is picking up speed, 
military construction will rise sharply, and 
the federal government is planning larger 
public works. The big question seems to be 
whether, beyond these reasonably assured 
prospects, the federal government will 
initiate a sharply increased public works 
program, and how long, even if this is 
done, it will be before the impact of such 
a program is felt in terms of industrial ac- 
tivity and employment. The skeptics point 
out that since the construction industry as 
a whole is continuing to operate at a high 
rate of capacity, increased programs may 
merely create backlogs and bottlenecks 
without significantly helping employment 
and activity in the manufacturing sector 
of the economy, the more so as a great 
deal of construction machinery has been 
produced in advance of need. 

Of perhaps more immediate interest to 
industry is the prospect of increased de- 
fense orders and expenditures. Major pro- 
curement contracts are on the rise, and 
although present plans of the Defense De- 
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partment envisage a lower level of new 
orders in the second half of 1958, upward 
revisions are deemed likely. There is no 
doubt that this will be of important help 
especially to industries connected with 
missile development and production. The 
optimists, as already noted, place major 
importance on this prospect; they expect 
rising orders to play a major role in im- 
proving the inventory situation as a whole 
and curbing the downtrend in plant and 
equipment programs. The pessimistic view 
of the future, on the other hand, is inclined 
to minimize the impetus of the modest in- 
crease in defense outlays now being 
budgeted, especially since the increased 
military procurement is not likely to be of 
much benefit to important industries that 
are now in the doldrums. Nor can military 
spending be expected to trigger an im- 
portant rise in business outlays on plant 
and equipment. 


HARP debate, likewise, surrounds the 
advisability and possible effects of a 
tax reduction. The prospects of tax relief 
have increased measurably in recent weeks, 
and if economic indicators continue down- 
ward, a tax cut would seem a reasonable 
prospect. As to the consequences of such 
action, however, opinions are divided. 
Students of the economic scene general- 
ly agree that a tax cut would soon be trans- 
lated into higher outlays for goods and 
services, but many doubt that the money 
would be spent in those sectors of the 
economy most in need of stimulation; 
namely, the durable goods industries or, 
for that matter, home building. It is con- 
tended that spending on new homes and 
automobiles, except in marginal instances, 
is influenced more by current and prospec- 
tive employment and incomes rather than 
by the relatively minor increase resulting 
from a smaller withholding of income tax 
in the weekly pay envelope. In any event, 


APRIL 10, 1958 


any support to the economy from this 
source is unlikely to show up until the 
latter part of the year. 


HE INTERNATIONAL Economy. Fi- 

nally, growing attention is being paid 
to foreign economic developments and 
prospects. The investment boom seems to 
be waning in many countries abroad as well 
as in the United States, prices of basic raw 
materials have declined in the world mar- 
kets, competition in foreign trade is be- 
coming keener, and many countries are 
once again troubled by balance-of-pay- 
ments problems. As a result, United States 
exports already have slipped, and while 
net exports are not large in relation to our 
economy as a whole, the effect on some 
companies and industries may be fairly 
pronounced. Looking ahead, those who 
take a cautious view of the American busi- 
ness outlook emphasize that, unlike 1953- 
54, United States business cannot now ex- 
pect support from active and sustained 
economic expansion abroad, and that if 
world economic conditions become more 
troublesome, as well they may, this would 
add to our problems at home. 

At the risk of oversimplifying or mis- 
representing important qualifications and 
reservations of individual economists, the 
divergent views on the current business 
situation may now be summarized. 

The optimistic school of thought fore- 
sees steady demands of consumers, aug- 
mented by increased expenditures on de- 
fense, clearing up the inventory situation 
in fairly short order. Thereafter, the ris- 
ing trend of federal, state, and local gov- 
ernment spending, strength in home build- 
ing, and possibly renewed accumulation 
of business inventories are expected to im- 
part a sufficient boost to the economy to 
overcome the effects of reduced outlays on 
plant and equipment. In fact, with in- 
creased demands mitigating the problems 
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of excess capacity, business managements 
may soon resume their long-term expan- 
sion programs, so that the downtrend in 
capital spending should prove moderate 
and brief. In sum, this position holds that 
the forces of long-term growth are strong 
even over the near term, that the present 
recession is no more than a minor adjust- 
ment, and that expansion will soon be 
under way once more. 


 geaaenagonn of a more pessimistic view 
—again disregarding many differences 
in individual positions and emphasis—take 
a more serious and fundamental view of 
the recession now in progress. By and 
large, they interpret it as a basic and per- 
haps unavoidable readjustment after a 
vigorous and sustained capital investment 
boom, during which productive capacity 
has been materially overexpanded in many 
important industries. With consumers well 
supplied with homes and goods of all 
kinds, individual indebtedness pressing 
upon many family budgets, and the em- 
ployment outlook less assured, significant 
adjustments in costs and prices and a shift 
of productive resources and labor among 
industries may be required, and consider- 
able time may have to elapse before the 
economy moves uphill. Government spend- 
ing and tax relief, in this appraisal, are 
likely to help moderate the decline but can- 
not be expected to forestall the inevitable 
aftermath of the sustained overinvest- 
ment, overproduction, overbuying, and 
overborrowing of recent years. As in the 
optimistic camp, of course, there are many 
differing predictions regarding the length 
of the downtrend, the levels to which it 
may carry, and the timing of recovery. 
At the moment, there is some evidence 
to support both positions, and it would be 
wise to conclude this review of conflicting 
opinions without injecting a personal in- 
terpretation of the business scene. How- 


ever, since this would beg the assignment, 
I shall, albeit reluctantly, express some 
personal judgments regarding the outlook. 


I SUGGEsT that the current downtrend in 
the economy is likely to be somewhat 
longer and deeper than either in 1948-49 
or 1953-54. One reason is that the current 
decline in business spending on plant and 
equipment cannot be expected to end soon. 
Profit margins in a great many industries 
are being squeezed conspicuously, and the 
pressures of excess capacity, rising pro- 
duction costs, and keen price competition 
presage further depressing profit state- 
ments in the months ahead. Moreover, 
even with new expansion programs being 
cut back, capacity continues to grow sub- 
stantially as the result of projects already 
in progress. In some instances, costs and 
competition may spur capital outlays de- 
signed to improve efficiency, but, on bal- 
ance, it seems likely that total plant and 
equipment expenditures will continue 
downward through the end of the current 
year and possibly into 1959. Another busi- 
ness investment boom comparable to that 
of 1956-57 is not in sight for several years 
to come. 

Furthermore, I fear there is little im- 
mediate prospect of a revival of economic 
activity from the side of the consumer. 
Outlays on nondurable goods and on serv- 
ices should hold up fairly well. This will 
provide important support to the econo- 
my, but it is not likely to spark an upturn 
in business. For the more volatile indus- 
tries, such as automobiles and other du- 
rable goods, the outlook is less encourag- 
ing. 

These lines usually do well when in- 
comes are advancing ; with consumers now 
well stocked, unemployment up, personal 
income static or sagging, and individual 
indebtedness high, it is difficult to see an 
upsurge of spending on durable goods in 
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the offing at this time. Similar considera- 
tions cast some doubt also upon the pros- 
pects for a lusty housing year ahead; we 
may be doing well if the rate of home 
building in 1958 exceeds that of last year 
by even a small margin. Moreover, I ques- 
tion whether greater public spending or 
tax reductions would substantially affect 
the outlook for consumer durable goods 
over the near term. 


teen prospects thus are that downward 
pressures on aggregate production 
and output will predominate in the months 
ahead, including pressures from some fur- 
ther liquidation of business inventories; 
there is no evidence as yet of a bottoming 
out in economic activity. When the decline 
does taper off, therefore, it will probably 
be moderately below present levels. How- 
ever, although this point of view is clearly 
at odds with the optimistic anticipation of 
speedy recovery, I am equally in disagree- 
ment with those who see in the present 
recession the prelude to deep and pro- 
tracted depression. 

The recent expansion period, unlike 
some previous booms, has not been ac- 
companied by widespread speculation in 
securities, commodities, or real estate 
based on short-term credit. Nor is there 
any real prospect of forced liquidation of 
short-term credit on a large scale, such as 
accentuated the declines during business 
recessions earlier in our history. The Fed- 


eral Reserve since last November has 


made use of all three major instruments 
of credit policy—open market operations, 
the discount rate, and changes in reserve 
requirements—to reduce the cost of credit 
and supply funds to the market place, and 
interest rates have recently experienced 
the sharpest drop on record. 
Furthermore, our economy now fea- 
tures a variety of government programs 


which help cushion the impact of unem- 
ployment upon personal incomes and, 
hence, upon spending. These so-called 
stabilizers have not prevented—nor were 
they designed to prevent—the develop- 
ment of a business down turn, but they 
may be expected to reduce the chances of 
cumulative pressures which led to spiraling 
declines on some previous occasions. Final- 
ly, there is undeniable evidence of support 
in the current strength of total construc- 
tion activity as well as in the defense pro- 
gram, which also argues against the prob- 
ability of a sustained drop. 


f peveron there is always some risk 
of a down turn carrying further than 
can reasonably be anticipated at any given 
moment ; there is no reliable way to gauge 
the course of inventory liquidation, the 
market for homes and passenger cars, the 
effects of government action, or the many 
contradictory influences acting upon busi- 
ness investment programs. 

Weighing the probabilities, therefore, 
it seems reasonable to assume that the de- 
cline in economic activity will come to a 
halt some time this year, although perhaps 
not in the months immediately ahead. As 
to the next question—when business will 
resume its advance—I doubt whether 
speculations are of much value until the 
current decline has given clear-cut evi- 
dence of bottoming out. When there is 
evidence that the economy is approaching 
the end of the downtrend, an appraisal of 
the recuperative forces then in prospect is 
likely to be more informed, more meaning- 
ful, and perhaps more enlightening than 
the sheer guesswork that any such attempt 
would now represent. 

—Roy L. REIErson, 
Vice president and chief economist, 
Bankers Trust Company, New 
York, New York. 
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New York Commission Reports Rate Trends : 


Fine ng rise in the cost of utility 
operation was. the overshadowing 
problem in the field of utility regulation 
during 1957, the New York Public Serv- 
ice Commission states in its annual report 
to Governor Averell Harriman and the 
state legislature. The report said that last 
year public utilities in the state sought 
increases totaling $83,932,400 and were 
allowed $56,297,000. During the same 
12-month period reductions amounted to 
$2,118,200, leaving a net. increase of 
$54,178,900. 


The report states: 


In prior years it had been possible 
for the commission to hold the rate line 
at crucial points. The increased volume 
of business, economies in operation, and 
low interest rates for capital outlays 
helped the companies to absorb a sub- 
stantial part of their rising costs. Dur- 
ing this period of approximately a 
decade there were intervals of lull or 
equilibrium in the utility rates level. The 
introduction of natural gas in large 
areas of the state in 1951 stemmed the 
mounting costs of gas fuel and during 
the last three or four years there was, 
in fact, a downward trend in rates for 
this class of service. Railroad and omni- 
bus fares and water rates rose ma- 
terially but the cost of electricity was 
held to approximately the 1940 levels 
and telephone rate increases were 
moderate. 

The few periods of price relaxation 
were short-lived and each upward surge 
of the inflationary tide engulfed new 
ground. The year just closed reflects 
this condition. Mounting costs of con- 
struction to meet demands of the public 
for service, higher wage scales in new 
labor contracts, and plant financing at 
drastically increased cost of money com- 


bined to push utility operating costs to 
new high levels. The result was a gen- 
eral advance in rates for all classes of 
services provided by the utility com- 
panies. 

The commission has often warned 
that in the face of mounting prices all 
along the line of the national economy 
it will be impossible to resist indefinite- 
ly increases in the cost of all utility 
services. 


HE report pointed to the losing fight 
against inflation as a problem con- 
fronting all utilities and every regulatory 
commission in the country. It cited with 
approval a finding of the rates committee 
of the National Association of Railroad 
and Utilities Commissioners that new in- 
flation is causing and will. continue to 
cause a new series of rate increases. The 
NARUC committee report warned that 
regulatory commission policies must be 
compatible with the programs of those 
utilities that plan for the long pull as 
distinguished from the make-do or short- 
haul plan. Regulation that is repressive, 
the report noted, may work to the im- 
mediate advantage of the user of service 
today but it may also ultimately work to 
his grievous disadvantage in the future. 
The New York commission reported 
increases for telephone and telegraph serv- 
ice in 1957 totaling $33,267,000. Of this 
amount, $33 million went to the New 
York Telephone Company, about $240,- 
000 to nine of the independent telephone 
companies in the state, and approximately 
$28,000 to the Western Union Telegraph 
Company. During the same period the 
New York Telephone Company made 
tariff adjustments in several areas of its 
territory resulting in reductions totaling 
over $235,000 on an annual basis. 
The increase in rates of the New York 
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Telephone Company was authorized in a 
proceeding which had its origin in the 
latter part of 1953 when the company 
asked for approximately $69 million in ad- 
ditional annual revenues. The commission 
denied this request in August, 1954, ad- 
hering to its original cost less depreciation 
basis of rate making. On appeal, the court 
of appeals ruled that the commission had 
erred in not admitting evidence of repro- 
duction cost and that under the law the 
commission was required to give weight 
to the company’s claims of current value 
of its property. The court also held that 
the commission had discretion to give 
such weight as it chose to reproduction 
cost and that if such evidence were ex- 
cluded, the remedy lay with the legislature. 
Efforts by the commission to have the 
law changed during 1956 and 1957 failed. 
Governor Harriman has again proposed 
such legislation. 

On the basis of the court decision, the 
company renewed its request for a rate 
increase, this time amounting to $55,324,- 
000 annually. The commission allowed the 
company $33 million, concluding that the 
utility’s reproduction cost data did not 
provide a tenable basis for a reasonably 
accurate determination of a reproduction 
cost rate base. It found, however, that 
because of inflated cost of new plant and 
facilities and increases in other operating 
costs, including wage increases amount- 
ing to some $15 million annually, the 
company was entitled to additional reve- 
nue. 


Re the first time in four years increases 
in gas rates exceeded substantially the 
reductions made during the year, the com- 
mission reported. Various gas utilities re- 
quested increases totaling $4,139,000. 
Voluntary decreases or by agreement with 
the commission amounted to $1,529,000. 
The net increase in this class of service 
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during the year ended November 30th, 
amounted to $2,607,600. 

The principal increases in gas rates 
were made under the Purchased Gas Ad- 
justment, which reflects changes author- 
ized by the Federal Power Commission in 
the price of natural gas purchased by lo- 
cal utilities from interstate pipeline com- 
panies. Basic rates of local companies may 
be changed only by action of the state 
commission. 


_ of other utilities also rose in 1957. 
Increases were allowed in steam and 
water rates to meet rising cost of opera- 
tions. Railroads requested more than $9 
million in new annual revenues and were 
allowed a total of $5,642,500. Thirty-one 
bus companies sought increases totaling 
$2,399,500 and were allowed $2,242,500. 

Railroads and omnibus companies are 
having a hard time financially, the com- 
mission reported. During the year, the 
commission had under consideration ap- 
plications by various railroads for discon- 
tinuance of certain passenger trains. In 
cases where continued operation of the 
service was required by the public, the 
commission ordered the trains continued; 
but where patronage had fallen to low 
levels and the loss incurred by the carriers 
was substantial, authority to cease opera- 
tions was authorized. 

Eight of the smaller bus companies in 
the state discontinued service during the 
year because of declining revenues and in- 
creasing operating costs, the report stated. 
Other small units might not have sur- 
vived, according to the report, but for the 
partial tax relief granted by the legisla- 
ture in 1956 upon the recommendation of 
Governor Harriman. The legislation ex- 
empts the first $500,000 of an omnibus 
company’s gross revenues from the state 
23 per cent gross revenue tax. 

The commission reported that the large 
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WHAT OTHERS THINK 


electric utilities in the state are further- 
ing atomic power studies and projects, 
and the utilities generally, in order to meet 
the increasing demands for service, have 
spent more than $600 million for new 
plant and equipment during the year. 
Plans for additional construction now on 
the drawing boards will infuse more than 
$2 billion in the state’s economy during 


the next five years. To finance current 
construction the commission authorized 
various utilities under its jurisdiction to 
raise close to $620 million in new funds 
through the issuance of bonds, stocks, and 
other forms of indebtedness. This figure 
set an all-time high in financing since 
regulation was established in New York 
in 1907. 





PRDC Reports to Congress 


a REACTOR DEVELOPMENT COM- 
PANY, the 21-member nonprofit Mich- 
igan corporation currently engaged in the 
design and construction of a developmen- 
tal fast neutron power breeder reactor 
near Monroe, Michigan, submitted its 
third annual progress report last month 
to the Joint Committee on Atomic En- 
ergy. The statement, signed by Walker L. 
Cisler, president of PRDC, was submitted 
in accordance with §202 of the Atomic 
Energy Act of 1954. 

The report also included findings and 
conclusions of Atomic Power Develop- 
ment Associates, Inc., on research and de- 
velopment the 43-member nonprofit New 
York corporation is doing on the project. 

Information on the conventional tur- 
bine-generator facilities being built adja- 
cent to the reactor was covered in a 
separate statement also submitted by The 
Detroit Edison Company for the record 
of the §202 hearings. Detroit Edison, 
which has contracted with PRDC to build, 
own, and operate the nonnuclear portion 
of the plant, will purchase steam produced 
by the reactor from PRDC for = genera- 
tion of electric power. 

The plant, known as the Enrico Fermi 
atomic power plant, will initially have a 
rated capacity of 100,000 kilowatts of elec- 
tricity and 300,000 kilowatts of heat. It 
is scheduled for operation August 31, 
1960. 


In the report Cisler stated that “During 
the past year the research and develop- 
ment phases of the project have proceeded 
very well. This work is going forward 
simultaneously with completion of design 
and with construction.” He described a 
number of important long-range studies 
and research programs that are contribut- 
ing valuable information to the design of 
reactor components and control systems. 


Posen expressed appreciation to Atom- 
ic Energy Commission laboratories 
for their co-operation with PRDC and 
APDA, both of which are closely follow- 
ing the progress of the fast reactor pro- 
gram of the commission. PRDC has been 
particularly interested in the redesign of 
the EBR-1 core and in the renewed opera- 
tion of that reactor which began in No- 
vember, 1957. 

He pointed out that analyses made by 
PRDC consultants of the causes of the 
damage to the EBR-1 Mark II core in No- 
vember, 1955, in common with other anal- 
yses, indicated that the overheating and 
partial melting of the core were caused by 
fuel element bowing. The redesigned core, 
Mark III, now eliminates the possibility 
of mechanical bowing and, said Cisler, 
“PRDC was extremely gratified to learn 
recently from Dr. Norman Hilberry, di- 
rector of the Argonne National Labora- 
tory, that the preliminary conclusions 
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“I WENT BACK TO TELL THE PEOPLE ABOUT THE DOG 
BITING ME AND HE BIT ME AGAIN!” 


from the initial experiments, including 
operation to approximately 50 per cent of 
power at full to one-third flow conditions, 


have indicated that these theoretical con- ~ 


clusions are correct.” 

Commenting on the current EBR-1 test 
program, Cisler reported that “the use of 
the oscillator technique at low reactor 
power levels during preliminary tests has 
proved to be effective in predicting reactor 
behavior at higher power levels.” This is 
a technique which is proposed to be used 
in initial nuclear testing of the Enrico 
Fermi atomic power plant. “There has 
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never been any question of the safety of 
properly conducted oscillator tests,” he 
said, “and it is gratifying to obtain fur- 
ther experimental verification that the in- 
formation which is derived from such tests 
is reliable. This technique will undoubted- 
ly prove to be a valuable one with respect 
to the technology of all reactor types.” 


| aprsnaone pee 200 engineers are en- 
gaged full time on various phases of 
the project, not including engineers en- 
gaged by suppliers of components. 

Of the major components being fabri- 
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cated, the sodium pumps and intermediate 
heat exchangers will be shipped this year 
and delivery of the reactor vessel is ex- 
pected very soon. 

Turning to the all-steel reactor contain- 
ment building, Cisler noted that this 
building “thas been completely erected and 
successfully pressure tested at 40 pounds 
per square inch in accordance with the 
ASME Code (American Society of 
Mechanical Engineers).” He _ reported 
that a 150-ton rotating building crane and 
a 25-ton crane have been installed and 
are being used in the placement of com- 
ponent parts in position. Interior photo- 
graphs accompanying the report show 
foundation concrete for the reactor com- 
ponents complete, the lower section of the 
primary shield tank in place, and shield 
wall columns erected. 

The most recent estimate on the cost 
of the completed plant—both nuclear and 
nonnuclear portions—and including all 
research and development items is $75,- 
298,432. 

A breakdown of expenditures in con- 
nection with the PRDC project through 
December 31, 1957, by PRDC, APDA, 
and The Detroit Edison Company shows 
that these three organizations have ac- 
tually expended over $15.5 million. 


Pyne described the formal hearings 
granted the interveners that opened 
on January 8, 1957, and continued until 
August 7, 1957. He pointed out that “No 
witness testified that he thought that 
presently available information indicates 
that fast reactors generally or the pro- 
posed PRDC reactor specifically are in- 
herently unstable, unreliable, or ‘unsafe. 
On the contrary, all ten of the expert 
physicists and engineers who testified for 
the various parties to the proceedings with 
respect to fast reactor technology and en- 


gineering (including several members of 
the Advisory Committee on Reactor Safe- 
guards) were of the opinion that, while 
further verification of safety must be had 
before operation at power, the research 
and test programs under way and pro- 
posed will probably provide such verifica- 
tion by the time the reactor is completed.” 

Cisler’s statement covered the contract 
between PRDC and the Societe Belge 
Pour L’Industrie Nucleaire which pro- 
vides for mutual exchange of information 
between the two countries. He also com- 
mented on visits made by PRDC repre- 
sentatives to United Kingdom Atomic 
Energy Authority facilities in Great Brit- 
ain, including Calder Hall and the fast 
breeder reactor installation at Dounreay. 
In this connection, Cisler observed, “The 
fact that the British have given such high 
priority to the fast breeder reactor now 
being completed at Dounreay, Scotland; 
that the Belgians are actively at work to 
develop such a project; and that the Rus- 
sians are reported also to have a reactor 
of this type under way, are further indi- 
cations of the importance to the United 
States of progressing as rapidly as pos- 
sible in this field.” 

“The PRDC management fully recog- 
nizes that before it can operate its reactor 
it must not only be satisfied itself but must 
affirmatively demonstrate to the satisfac- 
tion of the commission that no credible 
accident can result in radioactive hazard 
to the public,” Cisler concluded. “It also 
recognizes that the primary objective of 
the project, to make progress toward dem- 
onstrating the economic feasibility of 
using nuclear power to generate electric- 
ity, can only be accomplished if public 
safety is and remains of prime concern. 
Adequate assurance of safety will cer- 
tainly never be sacrificed to economy or 
expediency.” 
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Notes on Recent Publications 


SECRETARY of Commerce Weeks recently 
made the position of the administration 
clear that the federal government should 
not be obligated to pay the costs of relo- 
cation of utility facilities involved in the 
construction of federal-aid highways. He 
also indicated a desire to prohibit or 
drastically curtail the location of utility 
facilities in the interstate system. 

Last year Right of Way and Legisla- 
tive Consultants, Inc., published a legal 
service entitled Just Compensation, deal- 
ing with the question of what is just 
compensation in the condemnation of land 
for public purposes. The huge federal-aid 
highway program, as well as other acquisi- 
tions of land for other purposes, has made 
this subject one of great importance today. 
The service presently contains Parts I, II, 
III, and IV, which were reviewed in this 
department in the May 9, 1957, issue. The 
publishers are now adding Part V to deal 
with certain sections of the Federal-Aid 
Highway Act of 1956, which are of par- 
ticular interest to the general public. 

Section 111 of this act deals with utility 
relocation costs. The new Part V will in- 
clude pertinent current information, Bu- 
reau of Public Roads regulations, etc., 
under §111, and the “law of the state” 
of each of the 48 states. Section 111 pro- 
vides in part that federal funds shall not 
be apportioned under that section when 
the payment to the utility violates “the 
law of the state.” 

Just Compensation is supplemented by 
monthly supplements so that the subjects 
included are kept up to the minute. The 
publishers propose through these monthly 
supplements to keep readers in touch with 


the developments that occur in Washing- 


ton and with new state laws and decisions 
concerning the constitutionality of a state 
law which places the obligation to pay 
the relocation costs upon the state. The 
price of the basic legal service is $50, with 
renewal at $20 a year thereafter. 

Just CompPENSATION, Part V, by Henry 
J. Kaltenbach, Right of Way and Legis- 
lative Consultants, Inc. Suite 309, Barr 
building, Washington 6, D. C. 


research associate in both the energy and 
minerals fields, has just been published 
for Resources for the Future by The 
Johns Hopkins Press. It is an inquiry 
into the availability of crude oil, natural 
gas, and natural gas liquids in the United 
States in the period through 1975. 

Mr. Netschert concludes that in 1975 
or thereabouts domestic availability, at 
no appreciable increase in constant dollar 
costs, could be about 6 billion barrels of 
crude oil and 22.5 trillion cubic feet of 
natural gas per year. As Sam H. Schurr, 
director of the RFF research program in 
energy and minerals, observes in the fore- 
word to the book, “such expectations 
range the author alongside the optimistic 
analysts of future oil and gas supply in 
the United States.” 

The term “availability,” as used in the 
study, includes only the elements of 
physical availability and _ technologic 
feasibility as they bear on future supply 
prospects. It thus excludes demand and 
other important factors that will influence 
actual domestic production. These are the 
subject of current RFF inquiry which will 
provide the perspective for translating the 
present availability estimates into fore- 
casts of production in a broader study. 

For the first time, existing published 
estimates of oil and gas reserves and re- 
sources, by the leading scholars in the field, 
are brought together and systematically re- 
viewed. The differences in techniques, as- 
sumptions, and definitions are analyzed; 
and all the estimates are then adjusted 
in accord with a set of uniform definitions 
in an effort to make them more com- 
parable. 

The effort also is made to analyze the 
real variables—economic, technological, or 
geological—that will affect future availa- 
bility of oil and gas. Technology is con- 
sidered a dynamic factor of the first im- 
portance; the author avoids the mechani- 
cal extrapolation of trends, with its static 
treatment of technology. 

THE Future SupPPLy OF OIL AND Gas, 
by Bruce C. Netschert, Johns Hopkins 
Press, Baltimore 18, Maryland, 1958. 


A NEw study by Bruce C. Netschert, staff Price, $3. 
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TVA-Coal Meeting Successful 


E es full board of directors of the 
Tennessee Valley Authority met with 
representatives of the Southern Coal Pro- 
ducers Association in Knoxville last 
month. 

Joseph Moody, president of the coal 
producers’ association, said he was “not 
at liberty to discuss the suggestions 
made to TVA with regard to their coal- 
purchasing policies (long criticized by 
both organized miners and organized mine 
owners) ... but I feel, as a result of this 
meeting, there will be a definite improve- 
ment in relations between the coal in- 
dustry and TVA which will benefit the 
whole economic situation in this area.” 

He emphasized that “no suggestions 
were approved or disapproved,” but dis- 
cussions were “friendly and comprehen- 
sive’ on all points of coal business which 
would deal with the distribution of TVA 
buying over the field. Moody added that 
there would be a “follow-up meeting” of 
a similar group some time in May. 

General Herbert D. Vogel, chairman of 
the TVA board of directors, made a state- 


ment similar to Moody’s concerning the 
meeting. 


REA Fund Plan Scored 


| meg Eisenhower’s proposal that 
rural electric co-operatives obtain 
needed funds from private financing rath- 
er than the government was criticized by 
two sources recently. 

In a letter to the President, made pub- 
lic on March 23rd, Clyde T. Ellis, general 
manager of the National Rural Electric 
Co-operative Association, asked for as- 
surance that the administration “will ditch 
your Budget message pronouncement 
calling for a restrictive REA loan pro- 
gram.” 

The private financing proposal also 
came under attack by Representative 
Jamie L. Whitten (Democrat, Missis- 
sippi), chairman of the House Agri- 
culture Appropriations Subcommittee. 
This was disclosed with the release of the 
transcript of recent subcommittee hear- 
ings. He contended that the Eisenhower 
plan could result in handing over the rural 
electric co-operatives to private utilities. 


Alabama 


Mayors Seek FPC Probe 


HE mayors of Birmingham, Gadsden, 
and Tuscaloosa recently decided to 
try to initiate a congressional investiga- 


tion of the practices of the Federal Power 
Commission. 

Mayors James W. Morgan of Birming- 
ham, Hugh Patterson of Gadsden, and 
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George M. Van Tassel decided to call on 
Alabama’s delegation to Congress for help 
in initiating the inquiry as part of a four- 
phase fight against rate increases for 
natural gas. 

The mayors and other representatives 
of the cities met at Birmingham to discuss 
the recent settlement between Southern 
Natural Gas Company and the distribu- 
tors to whom it sells its commodity which, 
if agreed to by the FPC, will grant South- 
ern Natural a yearly rate increase amount- 
ing to approximately $11 million. South- 
ern Natural originally had asked for a 
rate increase totaling more than $18 mil- 
lion. 

Attorney Mayer U. Newfield and At- 
torney E. K. Hanby (who also is a legis- 
lator from Etowah county), who repre- 
sented the three cities on the matter be- 
fore the FPC, told the mayors that the 
federal body has the power to regulate 
contracts between pipeline companies and 
the independent suppliers. However, said 


Mr. Newfield, the FPC has refused to 
exercise this authority. 

Newfield listed three avenues the 
mayors might follow in fighting the situa- 
tion. They decided to follow them all. 
They include: (1) Get Alabama’s mem- 
bers of Congress to press for an inquiry 
as to why the FPC has failed to exercise 
its authority at the wellhead; (2) appear 
before the state public service commis- 
sion when the Alabama Gas Company 
compensatory rate increase comes up for 
hearing to make sure the company has 
absorbed all of the increased cost that it 
can; (3) file in writing a protest against 
the present ratio of increased cost allo- 
cated to residential consumers as opposed 
to commercial and industrial consumers. 

Mayor Patterson suggested that a gen- 
eral stiffening of opposition by municipal 
officials all over the state was needed and 
suggested that a united front might be se- 
cured through the Alabama League of 
Municipalities. 


Idaho 


Suit Challenges Utility Taxes 


= hearing arguments on the consti- 
tutionality of a 1955 state utility 
assessment law as it pertains to the state 
public utilities commission, District Judge 
M. Oliver Koelsch in Boise last month 
asked opposing attorneys to submit briefs 
on the question. 

Originally filed in October, 1955, on 
behalf of Garrett Freightlines, Inc., of 
Pocatello, the action contends that Chap- 
ter 10, Title 61 of the Idaho code is un- 
constitutional in that it attempts to dele- 


gate to a branch of the executive division 
of the state government—namely, the pub- 
lic utilities commission—the power to de- 
termine the tax or fee to provide revenue 
to finance 80 per cent of the commission’s 
budget. 

Garrett also contended that the statute 
was unconstitutionally discriminatory in 
that while it purports to levy a tax based 
on operating revenues of various public 
utilities, railroads, motor carriers, and 
others, it actually levies a flat $5 fee for 
private carriers but does not do so for 
others. 


Kentucky 


House Passes Utility Bill 


A BILL to prevent cities from dupli- 
cating electric, water, or gas facili- 
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ties that already exist in their areas was 
passed by the Kentucky house of repre- 
sentatives and sent to the state senate 
last month. Listed as Bill No. 550, the 
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measure would prevent a city from ac- 
quiring an existing electric, gas, or water 


THE MARCH OF EVENTS 


plant other than by purchase or by emi- 
nent domain. 


Maryland 


Bill Set to Put Wires 
In Ground 


— requiring utilities to elimi- 
nate the overhead power lines which 
caused much of the damage in the wake 
of last month’s snowstorm will be spon- 
sored at the next state general assembly 
session. 

Delegate Samuel A. Culotta (Republi- 
can) said his proposed bill would require 
the substitution of underground power 
conduits for the present overhead installa- 
tions in all city and heavily populated 
county areas. 


The delegate said that while the great- 
est dangers and inconveniences were 
caused by the collapse of power lines, he 
thought telephone lines should also be 
placed underground. 

While Mr. Culotta said the details of 
his bill had not yet been firmly estab- 
lished, he called upon the utilities to join 
with him in preparing the legislation. He 
said it was difficult to understand why 
real estate developers, in co-operation with 
the utilities, had not provided for such 
underground installation at the time of 
building. 


Michigan 


Rate Boost Case Delayed 

Ww increases granted after an eight- 
day strike apparently are going to 

be incorporated in a Consumers Power 
Company application to the state public 
service commission for a rate increase. 
Hearings were supposed to start March 
17th on a petition for rate increases of 
$12,750,000 a year, but the company 
asked for time to make additions to “re- 
flect increased operating expenses.” 

Commission Chairman Otis M. Smith 
said the company was expected to add the 
cost of the strike settlement to the original 
request. 

“Rising costs of doing business leave us 
no alternative,” said Dan E. Karn, presi- 
dent of the company. 


City Defers Expansion Plans 

= the city of Grand Haven pro- 

ceeds with plans to expand its mu- 
nicipal lighting facilities by building a 
steam-generating plant, it will consider 
an offer by Consumers Power Company 
to purchase wholesale power in the amount 
the steam plant would produce, it was re- 
ported recently. 

Under the proposal made by Consumers 
to the city commission, the city would con- 
tinue to operate its diesel generating plant 
and the rest of the municipal electric sys- 
tem, but would buy the additional power 
it needs instead of investing $3 million to 
$5 million in a new generating plant. 

The commission voted last month to 
delay construction plans for thirty days. 


New York 


Governor Vetoes Agency 
Curb Bill 


Pyowrs Harriman last month 
vetoed a bill that would have per- 


mitted judicial review of determinations 
of fact by state administrative agencies. 
His memorandum included statements 
supporting his position from the state pub- 
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lic service commission and Attorney Gen- 
eral Louis J. Lefkowitz. 

“This bill would render the work of 
administrative agencies ineffective, un- 
necessarily impose onerous burdens on the 
state’s judicial system, and alter a historic 
arrangement of functions without show- 
ing the need for such alteration,” the 
governor said. 

The bill went through both houses of 
the legislature on unanimous votes and 
without debate. 

The governor quoted the attorney gen- 
eral as saying the bill would overtax the 
judicial system, and the state public serv- 
ice commission as saying it would vir- 
tually render nugatory “all quasi-judicial 
administrative determinations.” 


Niagara Fund Voted 


HE state senate last month approved 
and sent to Governor Harriman a bill 
intended to reimburse the Niagara Falls 
area for hardships suffered because of 
construction of the Niagara power project. 


The measure provides that the city of 
Niagara Falls and Niagara county will 
receive $3 million over the next five years 
in lieu of taxes they would have collected 
on land that will become tax-exempt as 
part of the project. In addition, $1.5 mil- 
lion will be paid to the city for local im- 
provements it will be required to under- 
take as a result of construction of the 
project. 


Bill to Aid Utilities Sent 
Governor 


A BILL that would save the state’s 
utility companies an estimated total 
of $78 million in relocation expenses was 
approved last month by the state assembly 
and sent to Governor Harriman. The vote 
was 120 to 27. 

The measure provides that the cost of 
moving all communication, power, gas, 
oil, and water lines necessitated by the 
construction of federally aided highways 
must be borne by the taxpayers rather 
than the utilities, as is now the case. 


Rhode Island 


Propane Storage Permitted 


| cpap to erect 12 propane storage 
tanks at Fields Point to provide a two- 
day emergency fuel supply in case the 
natural gas pipeline from Texas fails was 
granted the Providence Gas Company re- 


cently by the Providence Building Board 
of Review. 

The tanks will hold a total of 690,000 
gallons of liquid propane and will take 
care of the gas company’s emergency 
needs for at least the next three years, 
the board was told. 


Washington 


Interim Phone Rate Increase 
Denied 

ews state public service commission 

decided last month that the Pacific 
Telephone & Telegraph Company will 
have to wait until after July 12th for any 
rate boost. The commission announced 
denial of the company’s request for an 
interim increase in long-distance tolls and 
charges for nonrecurring services. The 
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interim boost would have cost subscribers 
in the state $3.8 million while awaiting 
action by the commission on a permanent 
increase which would cost $9,250,000 a 
year. 

Commission Chairman Francis Pearson 
said the interim boost was denied because 
of the short time until July 12th, by 
which date a decision must be made on 
the permanent rates. 
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Trends and Topics 


Security Issues for Nonutility Purposes 


a utility companies are sometimes engaged in businesses, or in business 
transactions, which do not come within the scope of the public utility laws. 
Financing such activities by the issuance of securities which may place an obliga- 
tion upon public utility activities, according to reported decisions, would be 
improper. Users of public utility service, it has been said, should not be burdened 
with financial obligations incurred for nonutility purposes. 


Note Issue to Avoid Heavy Tax 


The New York commission recently denied authority to the New York 
Water Service Corporation to issue promissory notes which would be used to 
retire a portion of its stock. The commission saw no benefit to customers but 
saw two items of detriment : First, creation of debt not necessary in the conduct 
of utility business and, second, pledging the credit of a utility for the benefit 
of nonutility activities. 

The company had realized a large profit as the result of condemnation of 
properties by public authorities. Stockholders demanded a share of the profit. 
The company proposed to hold the proceeds, for utility investment, to avoid 
a large federal tax. It wanted to satisfy stockholders without a distribution 
that would result in taxes. 

The commission, however, did suggest the possibility of segregating utility 
and nonutility functions of the company, but no such alternate plans were 
before the commission (22 PUR3d 111). 


x 
f 
; 


Financing Unregulated Business 


The New Mexico commission said that a statute setting forth the purposes 
for which a utility company may issue bonds does not permit the commission 
to approve fully a mortgage loan which places a lien upon all of the utility’s 
properties if the major portion of the proceeds of the loan is to be applied to 
nonutility business. The commission decided that a gas and electric company’s 
proposed loan to be secured by a mortgage should be approved only to the 
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extent that the proceeds would be applied for utility purposes. This company, 
besides engaging in public utility business, was also engaged in the business of 
furnishing liquefied petroleum gas in enclosed containers or by tank truck, an 
activity expressly exempted by state law from regulation (12 PUR3d 378). 

The Illinois commission denied authority to a company operating a ware- 
house as a public utility to issue securities where little or none of the proceeds 
would be invested in property used or useful in the public utility business. The 
stock would be issued largely for the purpose of buying grain—clearly not a 
utility business (PUR1919C 352). 

A gas utility obtaining authority from the Missouri commission to issue 
bonds was forbidden to use the proceeds for its merchandising department or 
for any other nonutility activity not subject to commission jurisdiction 
(PUR1932A 169). 

A company was denied authority, in a proceeding before the Nebraska com- 
mission, to issue securities with respect to the acquisition of nonutility ice 
property since its operation was not connected with the utility properties. If 
bonds were issued they might become a burden on the utility property 
(PUR1930B 253). 


Financing Buildings 


The Massachusetts commission, many years ago, decided that an expenditure 
by an electric company for the erection of a building for lease to a manufactur- 
ing concern which might not otherwise have become a customer, should not be 
represented in the permanent securities of the utility (PUR1917F 99). 

The Indiana commission denied authority to a telephone company to issue 
preferred stock for the purpose of providing funds for the purchase of the 
common capital stock of a company which owned a building leased and oc- 
cupied by the telephone company. The commission said it would not be in the 
public interest for the company to own and speculate in the stocks of other 
nonutility corporations (15 PUR NS 215). 


Other Nonutility Purposes 


The California commission denied authority to execute a note and to 
mortgage public utility property in order to raise money to pay an attorney 
for services where only a small part of the indebtedness represented a charge 
for services rendered in connection with public utility operations (PUR1919E 
245). 

The Maine commission denied authority to issue securities for the purpose 
of capitalizing an assessment paid by Central Maine Power Company for the 
purpose of maintaining flowage and preserving water-power conditions when 
the water-power property affected was not in use and was bringing no revenue 
to the company (PUR1923B 783). 

The Pennsylvania commission, in denying authority to issue common stock, 
stated that one of its policies was to approve securities only for purposes 
“related to the rendition of its public service.” The company was not permitted 
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to issue common stock when its purpose was to acquire from a parent company 
additional holdings in a public utility operating at a loss in another state and 
not connected in any way with the operations of the issuing company (10 


PUR NS 236). 





Review of Current Cases 


Unilateral Increase over Contract Rate Rejected as 
Basis for Gas Producer Refund 


Ox review brought by Natural Gas Pipe- 
line Company of America, a federal 
court of appeals overturned orders of the 
Federal Power Commission which allowed 
a unilateral increase in a contract rate of 
an independent natural gas producer. A 
refund was directed to be paid by the pro- 
ducer, Dorchester Corporation, on the 
basis of the contract rate with Natural 
found to be in effect on June 7, 1954. 


Surrounding Circumstances 


The case goes back to a 1946 contract 
between the parties providing for a rate 
of 6.253 cents per Mcf in 1951 and ex- 
tending beyond the time of the Phillips 
decision of June 7, 1954, which brought 
producers under federal jurisdiction (3 
PUR3d 129). In 1952 the Oklahoma com- 
mission fixed a rate of 9.8262 cents per 
Mcf applicable to Dorchester’s sales. 
Natural paid the higher price under pro- 
test subject to the outcome of an appeal 
from the state action. 

After the Phillips decision, Dorchester 
was required by the Federal Power Com- 
mission to file its rates in effect on June 7, 
1954. 

Dorchester accordingly filed’ the con- 
tract, together with supplements including 
the Oklahoma commission rate order. The 
federal commission accepted the order for 
filing on condition that it be upheld by the 
Supreme Court. 

In March, 1955, a new rate of 10 cents 


per Mcf was allowed to go into effect 
under bond to secure the difference be- 
tween 10 cents and 9.8262 cents. Shortly 
thereafter, the Supreme Court invalidated 
the state-fixed rate of 9.8262 cents (8 
PUR3d 7). Natural protested the ade- 
quacy of the bond but the commission 
ruled that it was adequate, holding simply 
that the legal rate in effect on June 7, 1954, 
was 9.8262. “The facts that it was under 
protest, that a lesser amount was paid for 
a short time thereafter, or that the rate 
was subsequently declared invalid were, 
according to the commission, irrelevant to 
the determination of the effective rate on 
June 7, 1954,” the court observed. . 

Dorchester withdrew the 10-cent rate, 
whereupon the commission reinstated the 
9.8262-cent rate and ordered a refund of 
the difference between these two rates. 
“Thus Natural was deprived of its con- 
tract rate through a unilateral filing of a 
higher rate by Dorchester, with no hear- 
ing or finding by the commission—the 
only regulatory agency with authority 
over the contract rate—as to the illegality 
of that rate.” 

In order to remove any uncertainty 
about the 9.8262-cent rate, Dorchester 
again filed this rate, which the commission 
allowed to become effective in January, 
1956. 

An objection by Natural was treated 
as a request for rehearing. Rehearing was 
denied. 
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Contract Rate Effective 

Under the Mobile decision (12 PUR3d 
112) a unilateral filing of a new rate by 
one party, over the protest of another 
party, cannot annul a contract rate. The 
fact that the Mobile case dealt with an at- 
tempt to supersede an already filed rate 
and that the instant case was concerned 
with the filing of an initial rate is an im- 
material difference, the court declared. 
This in no way impairs the commission’s 
power to modify contracts when necessary 
in the public interest. The shortcoming 
here, said the court, was that the com- 
mission made no attempt to find out what 
was in the public interest. 

While Dorchester admitted that the 
Mobile decision prevents a_ unilateral 
change in a contract rate, it insisted that 
because the state-fixed rate had not yet 
been found unlawful on June 7, 1954, that 
rate became the effective filed rate. The 
court pointed out that the federal com- 
mission had itself recognized the pre- 
carious basis of the state action. It had 
accepted the Oklahoma price for filing con- 


= 


Electric Rates Reduced 


cen Gas AND ELEcTRIC COMPANY 
secured authority from the California 
commission to reduce electric rates in a 
limited area of its service territory to meet 
competition. Permission was granted, 
however, on the company’s stipulation that 
the reduced rates would not be permitted 
to affect its ratepayers outside the special 
rate area. Revenues would be computed 
for rate-making purposes as though system 
rates remained in effect. Thus, in the event 
that gross revenues should not meet the 
cost of operation (including a reasonable 
return), any loss so incurred would not 
become a charge or burden upon other 
customers of the company. However, the 
company expected the new rates in the 
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tingent upon the eventual decision of the 
Supreme Court. 

The contract rate could be changed only 
after a hearing by the commission as to 
its lawfulness unless, as set out in the con- 
tract itself, a valid law or lawful regula- 
tory order affected it. When the Supreme 
Court set aside the Oklahoma commission 
order, there was no valid law or order 
which could modify the contract rate. The 
contract rate of 6.253 cents was therefore 
the effective rate on June 7, 1954, and the 
refund ordered to be paid by Dorchester 
should have been based upon this rate 
rather than the state-fixed rate of 9.8262 
cents. 

The court ruled in favor of Natural on 
issues of Natural’s aggrievement under 
the review provisions of the Natural Gas 
Act. The court rejected a contention that a 
protest by Natural, accepted by the com- 
mission as an application for rehearing, 
was inadequate as such, under the statute. 
Natural Gas Pipeline Co. of America v. 
Federal Power Commission et al. No. 
11,862, February 26, 1958. 


to Meet Competition 


area would produce a modest net revenue. 

The reduced rates would be equivalent 
to those being levied by the Shasta Dam 
Area Public Utility District, which would 
compete with Pacific Gas and Electric in 
the area. 

The utility company pointed out that 
the rate reduction was necessary for the 
protection of its substantial investment in 
the Shasta dam area. 

The commission expressed the view that 
the company has a legal right to reduce 
rates in order to meet competition without 
leaving itself open to a charge of unlaw- 
ful locality discrimination. The company 
should not be compelled to charge rates 
which will annihilate its service in the 
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exact parity. Re Pacific Gas & E. Co. De- 
merely for the purpose of maintaining all cision No. 56242, Case No. 6011, Febru- 
of a particular class of customers on an ary 18, 1958. 


& 


Department Stores Denied Rehearing in New York 
Telephone Case 


competitive territory, said the commission, 


7 New York commission denied the 
request of nine department stores for 
a rehearing in the New York Telephone 
case (20 PUR3d 129). The department 
stores’ complaint was not against the $33 
million rate increase granted by the com- 
mission, but was grounded on contentions 
that the rates for residence and business 
service should be the same, and that the 
form of the rate for additional message 
units was objectionable. 

Among factors to be considered in con- 
structing a rate schedule, pointed out the 
commission, are the company’s need of 
revenue, the sharing of the burden of in- 
creases, the characteristics of the cus- 
tomer’s load, and the restrictive revenue 
effect of rate increases. The last men- 
tioned could be likened to the problem of 
merchandising. The commission was quite 
sure that the department stores themselves 
would be the last to urge that each item 
which they offered to the public should be 
priced on the same margin of profit ir- 
respective of other considerations. 


Discretion as to Rate Classification 


The legislature itself, said the commis- 
sion, clearly indicated that it expected 
there would be a broad field of tolerance 
and reasonable allowance for discretion in 
fixing rates—particularly as to form. It 
had not set any standard of proof. Under 
the commission’s statewide theory of rate 
making there are different rates for sub- 
scribers in different exchanges, depending 
upon the number of subscribers in the ex- 
change. With any such form of rate mak- 
ing there has to be a breaking point be- 


tween the different exchanges. And the 
breaking point has to be somewhat arbi- 
trary. The same holds true for establish- 
ment of toll rates. 

The present tariff of the New York 
Telephone Company, on file with the com- 
mission, consisted of over 2,000 pages and 
covered a multiplicity of rates for many 
different types of service. The commission 
understood the position of the department 
stores to be that none of the rates con- 
tained therein could be permitted to be- 
come effective after a rate case unless there 
was detailed and express proof justifying 
the particular rate. The legislature never 
contemplated any such cumbersome sys- 
tem. 

The differential between business and 
residence rates, held the commission, has 
long been established as a general pattern 
of rates throughout the United States. 
As early as 1926, in Guiding Principles 
of Public Service Regulation, H. C. ° 
Spurr, at page 780, had pointed out that 
it was well-established that a telephone 
company could charge a higher rate to 
business subscribers than to ordinary sub- 
scribers, and that the differential was 
justified in view of the greater benefits and 
higher costs incident to business service. 


Additional Message Units 


The commission also rejected the con- 
tention that the form of charges for addi- 
tional message units was objectionable. 
Rates are not tailored to the individual 
customer, and should not be. They are de- 
signed to treat equally within each class 
varying groups of customers. An effort to 
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introduce differing rates would cause com- 
plexities in the rate-making process fear- 
ful to contemplate, the commission said. 
The department stores had urged that 
the increase to them was proportionately 
greater than to other users of extra mes- 
sage units, even though cost per average 


call was less. The commission commented 
that if the increase for all items of service 
was considered, it was considerably less, 
proportionately, than for certain other 
groups, notably residence customers. Re 
New York Teleph. Co. Case 16548, Feb- 
ruary 17, 1958. 


Review of Fee Awards in Holding Company Reorganization 


Ni United States court of appeals af- 
firmed a district court order approv- 
ing and enforcing an order of the Securi- 
ties and Exchange Commission allowing 
fees and expenses for the attorney and 
financial advisers of the United Corpora- 
tion for services rendered in a holding 
company reorganization proceeding. 
However, it reversed and remanded 
orders relating to fees and expenses of 
Joseph B. Hyman, an attorney for a stock- 
holders’ group, and Randolph Phillips, a 
stockholder acting on behalf of himself 
and other stockholders. 

Mr. Phillips claimed that the same con- 
siderations should be applied to the fees 
awarded United’s representatives as to the 
fees awarded him. The court disagreed, 
saying that the practical differences be- 
tween company counsel and intervener’s 
counsel in a reorganization proceeding 
preclude any strict standards equally ap- 
plicable to both. It said the compensabil- 
ity for work performed by company coun- 
sel is, as a practical matter, generally con- 
ceded unless the circumstances indicate 
that counsel operated in a manner not con- 
templated by the Holding Company Act. 
The court did not believe there were such 
circumstances in this case. 

The court said that if the fee requested 
by responsible company representatives is 
reasonable, detailed analysis of the fee is 
not required. Practical significance must 
be given to the client-attorney relationship 
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in these proceedings, according to the 
court, and disqualification of a fee is called 
for only in those special circumstances 
where the Holding Company Act itself is 
subverted to the desires of individuals to 
profit by the required reorganization. 


Intervener’s Fees 


The commission had rejected its hear- 
ing examiner’s findings with respect to 
the fee and expense award for Mr. Phil- 
lips without making any express new find- 
ings. 

The court said that while it was not 
required to give the trial examiner’s find- 
ings more weight than they deserve in the 
light of reason and judicial experience, 
they should be accorded the relevance that 
they reasonably command in answering 
the overall question whether the evidence 
supporting the commission’s order was 
substantial. 

The court held that the final order of 
the commission should have included find- 
ings and conclusions upon all material is- 
sues presented on the record as well as the 
reasons or basis for its decision. In this 
case, however, with respect to the Phillips 
allowance, the commission had failed to 
make the explicit findings required of it 
by both judicial decisions and the Admin- 
istrative Procedure Act. While it rejected 
the findings of its own hearing examiner, 
as well as United’s express concession, as 
to the time devoted by Phillips, it failed to 
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make any finding with respect to com- 
pensable hours. In fact, the commission 
did not even attempt to determine Phil- 
lips’ allowable expenses, merely stating 
that in its opinion it was impossible from 
the record to allocate such expenses. 
The court concluded that the commis- 
sion erred in failing to set forth the basis 


3 


of its allowance to Phillips or any stand- 
ard or method of valuation of his services 
or disbursements. The court also said that 
what was said with reference to the com- 
mission’s failure to make required findings 
in its allowance to Mr. Phillips was equally 
applicable to Mr. Hyman. Re United 
Corp. 249 F2d 168. 


Remand to Commission for Further Proceedings on 
Obsolescence Losses Held Proper 


a case involving rates for a transit 
company which had converted to 
motorbuses, the Minnesota supreme court 
held the lower court’s remand to the com- 
mission for further proceedings regarding 
obsolescence losses had been proper. How- 
ever, the lower court was held to have 
erred in not affirming commission findings 
relating to track-removal expense and the 
valuation of buildings on the basis of book 
value less depreciation. 

The principle of law which guides the 
commission’s discretion in determining 
whether customers or investors should be 
charged with the amount of losses due to 
obsolescence is twofold, pointed out the 
court: (1) The future customer may not 
be charged for obsolescence through any 
method of accounting unless the investor 
has suffered an actual loss by not having 
fully recovered prudently invested funds, 
and (2) even if such loss has occurred, it 
is unreasonable to charge the customer if 
the investor has been compensated for as- 
suming the risk of obsolescence. 

The transit company, pointed out the 
court, in sustaining its burden of proof 
with reference to the issue of obsolescence, 
must produce records which it should be 
reasonably expected to have. In the ab- 
sence of complete evidence, the commis- 
sion may apply its experience and back- 
ground to reach a just result. Where actual 


loss has occurred due to obsolescence, the 
commission may apportion one-half of all 
such actual loss to the public utility in- 
vestor and charge the remaining one-half 
to future customers by amortization as an 
operating expense over a period of 
years. 


Franchise Settlement and Track-removal 
Expense 


An arrangement between the company 
and the city obligated the company to per- 
form work on track removal at a cost not 
to exceed a designated sum, and to pay a 
designated amount in settlement of its 
franchise to operate streetcars. The com- 
mission was held not to have acted arbi- 
trarily and unreasonably in permitting the 
franchise settlement to be charged as an 
operating expense over an 8-year period 
and in denying the company’s request to 
amortize track-removal expense over a 
like period. 

The franchise settlement was represent- 
ed by notes payable in instalments over a 
period of eight years, the track-removal 
expense was a nonrecurring item, and it 
was not an unreasonable exercise of judg- 
ment to determine that both obligations 
should be charged to operating expenses in 
the years in which they became payable. 
Minneapolis Street R. Co. v. City of Min- 
neapolis, 86 NW2d 657. 
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Authority to Limit Certificate 


HE Virginia supreme court reversed 

a commission order which, while 
granting an original motor carrier certifi- 
cate for the transportation of household 
goods, imposed a restriction limiting the 
holder to the transportation of such goods 
between a specified county on the one hand 
and all other points in the state on the other 
hand. 


z 


The court held that the commission 
had no authority under the state House- 
hold Goods Carriers Act to restrict opera- 
tions to and from a definite point within 
the state. 

The case was remanded for further ac- 
tion consistent with the court’s decision. 
Fawley Motor Lines v. Virginia, 101 
SE2d 510. 


Fuel Clause of General Applicability Approved 


— to continuing approval of in- 
dividual monthly adjustments, the 
Maine commission authorized Central 
Maine Power Company to establish a fuel 
clause applicable to its various classes of 
customers, including- residential, com- 
mercial lighting, and others. The amount 
of allowable revenue had previously been 
decided after a court decision (21 PUR3d 
321). The only question before the com- 
mission here was the application of the 
fuel cost adjustment rate to the general 
classes of customers. 

This type of rate has been applied to 
industrial and other large customers in 
Maine for over fifteen years. The com- 
mission noted that fuel cost adjustment 
rates are applied to general customers in 
most New England states and that their 
application has been expanded in recent 
years. In view of the satisfactory results 
which have attended their application to 
industrial customers, the commission 
thought it reasonable to assume that the 
introduction of a sound rate adjustment 
provision would be equally appropriate in 
residential customer schedules. 

The proposed clause is a simple formula 


I" a rate proceeding instituted by the 
Federal Power Commission upon its 
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Hearing Procedure Prescribed 


568 


incorporating two specific elements; 1.¢., 
the actual variations in fuel cost for the 
company and the variations in fuel re- 
quirements caused by changing water- 
power conditions. 


Economic Basis 


The fuel adjustment clause points the 
way toward the solution of one of the 
more acute problems in the utility rate- 
making field, the commission observed. 
The problem is the integration of public 
utility rates, which are generally of a rigid 
nature, into a flexible national economy. 
In times of rising price levels, when the 
ability of the customer to pay has in most 
instances moved upwards, the fuel clause 
effects an increase in the price of service. 
Likewise, it reduces the price of service 
in a period of falling prices when cus- 
tomers are in need of reducing expenses. 

In approving the fuel clause, however, 
the commission required the company to 
file each individual adjustment for com- 
mission approval prior to its application 
to monthly billings. Re Central Maine 
Power Co. F. C. No. 1498, Supplemental 
Decree No. 3, January 31, 1958. 


own motion, the commission ruled that the 
staff should be permitted to close the pro- 
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ceeding by presenting evidence in rebuttal aminer allowing the utility to close with a 
to that submitted by the company whose rebuttal in response to the case made by 
rates were under investigation. The com- complainants. The commission thought the 
mission expressed the view that one who proceedings would be concluded more 
is required to open a proceeding should equitably and expeditiously under the pro- 
also have the right to close. cedure which it prescribed. Re Champlin 

This procedure was prescribed on ap- Oil & Refining Co. Docket Nos. G-9277, 
peal from a ruling by the presiding ex- G-9280, January 27, 1958. 


e 


Free Footage Telephone Line Extension Rule 


HE California commission ordered tential for the connecting of additional cus- 
telephone companies to file a line ex- tomers; so to allow a lesser free footage 
tension schedule containing a 1,000-foot on private property than for extensions 
free allowance per applicant along public constructed along public roads was rea- 
roads. The commission was of the opinion sonable. 
that such a rule would result in widespread The commission was not in accord with 
development of telephone service without the views of four utilities recommending 
unduly burdening the general body of sub- no free construction on private property, 
scribers. since reduction of free footage to zero ap- 
With respect to private property, how- peared to be unnecessarily restrictive. Re 
ever, the commission felt that a 300-foot Pacific Teleph. & Teleg. Co. et al. Dect- 
allowance applicable to construction was sion No. 55892, Case No. 5337, December 
reasonable. In general, there was little po- 3, 195. 
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Denial of Passenger Train Discontinuance Reversed 


HE Oklahoma supreme court reversed tem, as well as the branch line passenger 
a commission order denying a rail- trains in question, was being operated at a 
road’s application for authority to discon- constant, continuous, and substantial loss. 
tinue certain passenger trains. The com- Such losses had to be made up by increased 
mission had based its denial on the ground freight rates. Rising passenger rates would 
that there existed a public necessity as dis- be useless, since there were no passengers. 
tinguished from a public convenience for A bus company was ready to take over the 
continued passenger service. passenger service in small villages. Mis- 
The court found that the order was not souri-K.-T. R. Co. v. Oklahoma, 319 P2d 
supported by substantial evidence. The 590; St. Louis-S. F. R. Co. v. Oklahoma, 
railroad had shown its entire passenger sys- 319 P2d 592. 


=e 
Accelerated Depreciation Tax Deferrals, Economic 
Depreciation, and Retiral Rate Base Exclusions 


i es Michigan commission, in author- turn of 6.5 per cent, rejected a claim that 
izing increased rates for a subsidiary cost of service should be adjusted to 


gas company, which would produce a re- eliminate provision for deferred federal 
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income taxes resulting from election to 
use accelerated depreciation. The commis- 
sion rejected the company’s proposal for 
an economic depreciation allowance, and 
ruled on the question of oil-gas plant which 
had become stand-by after the company’s 
conversion to natural gas. 


Tax Deferrals 


The use of either “declining balance” 
or “sum-of-the-years-digits” method does 
not change the amount of depreciation al- 
lowance for tax purposes, pointed out the 
commission. A definite tax liability is in- 
curred whatever method of depreciation 
for tax purposes is elected. Borrowing 
future tax depreciation credits for cur- 
rent tax computations incurs liability for 
future higher tax payments. The creation 
of a tax liability cannot be construed as a 
saving. It is merely a postponement of the 
date when the tax is payable. 

It is incorrect to claim that the so-called 
nonexistent liability is charged to the rate- 
payer. Charges to the ratepayer are in con- 
formity with the orders of the commis- 
sion. Deferment of taxes is a grant of 
the federal government and not the com- 
mission. The accounting prescribed by the 
commission recognized the tax liability 
and provided that it be recorded in the 
books of the company. Funds go into a 
reserve account for the payment of de- 
ferred taxes to accrue so long as the com- 
pany elects to use the sum-of-the-years- 


digits method. Though thus earmarked, - 


the funds are available for income-pro- 
ducing purposes. 

This effectuates congressional intent, 
and the commission’s prescribed account- 
ing does not result in higher rates to the 
consumer. In fact, it operates to reduce 
them. It aids the company and does not 
harm the ratepayers. 

The fact that there may be continuing 
additions to plant, year by year, pointed 
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out the commission, with the result that 
there will be a balance in the reserve ac- 
count in the foreseeable future, does not 
prove that there is no tax deferral. On the 
contrary, it proves that there is a continu- 
ing tax deferral so long as additional fa- 
cilities are installed. This is precisely what 
Congress intended. 

The sums generated by deferral of fed- 
eral taxes, which otherwise would be paid 
if the company elects not to take advantage 
of “accelerated depreciation,” said the 
commission, could not be construed as 
forcing a ratepayer to contribute capital 
to a utility. The deferral is a federal de- 
ferral, and to pass on to the ratepayer sums 
generated by such deferral and not record 
the liability therefor is neither objective 
regulatory practice nor in accordance with 
sound accounting principle. 

The commission took exception to a 
statement that tax deferrals are an econo- 
my and that rates should be reduced in a 
like amount. The commission agreed, 
though, that so long as there exists a bal- 
ance in the reserve for deferred federal 
income taxes, the benefit of that amount 
of interest-free capital should be passed 
on to the ratepayer. 


Economic Depreciation 


The company had sought an allowance 
for “additional depreciation required to 
provide for property consumed in render- 
ing service.” The commission held that 
only the depreciation charge based on the 
original cost of property used in provid- 
ing service can be made a part of the cost 
of service in establishing rates. 

If an “additional depreciation” allow- 
ance of the type advocated by the com- 
pany were to be included in the cost of 
service, in setting rates, it appeared clear 
that the payment of these rates would in- 
volve an involuntary contribution of capi- 
tal by customers. Certainly, said the com- 
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mission, it is unreasonable to expect pres- 
ent customers to pay, in addition to the 
legitimate cost of service, an amount which 
may be needed to provide plant to serve 
future customers. The responsibility for 
supplying capital with which to build such 
plant rests with investors. 


Other Expense Adjustments 


In rejecting an adjustment for in- 
creased wages, the commission pointed out 
that actual operating experience is the best 
guide. 

The staff’s proposal for a downward 
adjustment in expenses relating to mer- 
chandising activities was accepted, the 
commission commenting that merchandis- 
ing activity should bear a fair share of 
joint costs. 

A proposal for a downward adjustment 
covering nonrecurring items was also ac- 
cepted, the commission rejecting the com- 
pany’s contention that such adjustment 
was improper because nonrecurring ex- 
penses would recur in the future in other 
forms. Such a contention was speculative 
with respect to both frequency and amount 
of such items. Donations, contributions, 
and club dues were excluded. 


Oil-gas Plants 


The commission agreed with the staff’s 
position that the company’s oil-gas manu- 
facturing facilities should be eliminated 
from the rate base in the test period, to- 


& 


gether with attendant operating expenses. 
The staff suggested that such facilities be 
retired and that the undepreciated portion 
of such property, after net removal costs 
had been met from the allocable portion of 
the depreciation reserve, be taken as an 
extraordinary property loss for federal 
income tax purposes. The remaining bal- 
ance of original cost was to be amortized 
over a period of four years. 

The commission was convinced that the 
facilities in question would have no value 
in case of an unforeseen emergency, since 
several weeks would be required to put the 
plants in operating condition. Likewise 
untenable was a company contention that 
it might be necessary to use such facilities 
to manufacture “volume gas.” The cost of 
manufacturing any significant amount of 
“volume gas” would be prohibitive, and 
not in the public interest compared with 
the alternative of constructing additional 
pipeline and compressor facilities. 

The commission concluded that the fa- 
cilities should be retired, and that the test 
period should be adjusted to reflect such 
retirement. However, the commission 
added a sum to the annual amortization 
charges in recognition of property taxes 
assessed against the facilities, notwith- 
standing a staff contention that such ex- 
penses were out of period and that the 
company had accrued money subsequent 
to the test period. Re Michigan Consol. 
Gas Co. D-3430-58.1, February 6, 1958. 


End of Preferential Water Rates for City Users Upheld 


Ben: Pennsylvania superior court up- 
held the commission in denying pref- 
erential rates to water users in nine wards 
of the city of Pittsburgh served by South 
Pittsburgh Water Company. Under a con- 
tract between the company and the city 
the latter was treated as a single customer 
under a formula for determining the rate 


to be charged customers within the city. 
After its expiration the company filed a 
supplemental tariff providing a new form 
of contract under which the city could 
elect to continue paying for all the water 
furnished its residents and receive a dis- 
count of 4 per cent. 

This discount consisted of allowances 
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for billing and collecting and for prompt 
payment. Under the old contract the city 
enjoyed a discount or rate differential of 
17.6 per cent over that billed by the com- 
pany to its customers in other areas. The 
commission had generally approved the 
new contract form. 


Separate Rate Area Sought 


Pittsburgh contended on appeal that the 
nine wards should be considered as a sepa- 
rate rate area by reason of the concentra- 
tion of consumers and the alleged lower 
cost of service in the city. Rejecting this 
reasoning, as did the commission, the court 
observed that by the same reasoning any 
other municipality served by the company 
could claim preferential treatment so as to 
disrupt the rate regulation of this inte- 
grated utility. If the city were granted a 
preference because of relative proximity 
and density, the commission would have 
to grant the same preference to other 
groups similarly situated. 

Relative costs between areas alone are 
not controlling, the court commented, 
though this factor may be considered 


where, for example, separate classes of 
service or rate areas exist and where such 
a unit is marked by population, economic, 
social, and topographical characteristics 
peculiar to itself. 

Evidence showed that the company was 
completely integrated and served 30 mu- 
nicipalities. The system was constructed 
without regard to city lines, the wards in- 
volved in this case being annexed by the 
city from charter territory of the com- 
pany. Many distribution mains pass in and 
out of the city. In view of these facts, 
showing no operating or physical differ- 
ences in serving the city which, by them- 
selves, would give rise to a lesser cost for 
such service, the court could find no justifi- 
cation for treating the city as a separate 
rate area. 

Finally, the city contended that the old 
rate, in effect for fourteen years, was 
proof in support of the city’s position. The 
court noted that a prior rate structure is 
not res judicata on the question of reason- 
ableness or discrimination. City of Pitts- 
burgh v. Pennsylvania Pub. Utility Com- 
mission, 137 A2d 914. 


Commission Rules on Tax Accruals, Merchandising 
Operations, and Unused Property 


HE Missouri commission refused to 
allow an electric company to include 
cash working capital in its rate base, since 
the record showed that amounts needed 


for payment of operating expenses would 


be fully provided by taxes accrued and 
used for general corporate purposes until 
payable. The company had contended that 
maintenance of minimum bank balances 
at various locations in its trade territory 
was essential for efficient operation. 
Cash working capital, said the commis- 
sion, is usually defined in regulatory 
circles as the amount of cash necessary to 
meet current operating expenses incurred 
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and paid prior to the receipt of revenues 
related to such expenses. The commission 
had not in recent years allowed as a com- 
ponent of the rate base an allowance for 
minimum bank balances. 

Merchandising operations and the in- 
come tax effect thereof were eliminated 
from operating revenues and expenses. 
With respect to accelerated depreciation, 
the company sought an allowance for de- 
ferred income taxes. The commission ex- 
cluded the proposed amount. 

Deduction of nonused property from 
the rate base should be accompanied by a 
related decrease in depreciation expense 
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and property taxes, the commission said. 

The increase authorized would produce 
a return of 6.39 per cent on a depreciated 
original cost rate base, or 3.69 per cent on 


€ 


a trended cost rate base, which the com- 
mission did not consider excessive. Re 
Empire Dist. Electric Co. Case No. 13,- 
723, January 24,1958. 


End of Amortization Period Figures in Rate Increase 


HE Connecticut commission author- 

ized a gas company to increase rates 
in an amount less than proposed by the ap- 
plicant. 

The state commission found that the 
7-year amortization period for deducting 
natural gas conversion expenses would 
end in the latter part of 1959. 

Although it was obvious that some rate 
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relief was needed to maintain the com- 
pany’s financial stability, the end of the 
amortization period would improve the 
company’s operating income picture. The 
increase authorized would produce a re- 
turn of 5.6 per cent and allow for a pay-out 
ratio of approximately 85 per cent to com- 
mon shareholders. Re Bridgeport Gas Co. 
Docket No. 9607, February 7, 1958. 


Quantity Token Sale Disapproved 


HE Missouri commission denied a 

transit company’s request for author- 
ity to issue 1,000 tokens for $215, al- 
though the commission granted the com- 
pany’s request to sell two tokens for 45 
cents. The sale of tokens in quantities of 
1,000, commented the commission, effec- 
tively prohibits the ordinary transit rider 
from the lowest rate per ride. There was 
some question in the commission’s mind 
as to whether the lower rate per ride would 
cover the company’s cost of the ride. 


Student Fares 


The commission somewhat reluctantly 
approved the elimination of reduced stu- 
dent fares. A reduced fare of some sort 
for students had been in effect for many 
years. However, such a reduced fare had 
little but tradition in its support. It had 
been a form of subsidy to the student rider 
that the company was not in a position to 
make. 

The present student fare was applicable 
upon the showing of an annual identifica- 
tion card purchased at a price of 50 cents. 
Although there was comparatively little 


revenue involved, the commission believed 
that principles required the company to 
refund, upon request of the student 
identification card holder, one-half of the 
purchase price of the annual identification 
card, since it had been in use only one-half 
of the school year. 


Transfer Charge 


The company had also sought to impose 
a 3-cent transfer charge, contending that 
the average trip of the transfer rider was 
longer than that of the nontransfer rider. 
The commission agreed that the ride might 
be longer, but pointed out that the need 
to transfer was almost entirely a matter 
of accident of location. The inconvenience, 
delay, and annoyance incident to changing 
from one vehicle to another made the 
transfer ride a less desirable service to the 
patron, even though it might cost the com- 
pany more to provide. 

Since the commission authorized other 
substantial increases, and the success of 
the increases depended upon the riding 
public’s acceptance, the commission 
pointed out that the additional charge for 
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the less desirable transfer service could 
adversely affect the productivity of the en- 
tire fare structure, and denied the imposi- 
tion of the transfer charge. 


Return Allowance 


Without the transfer charge the com- 
mission noted that intrastate operations 
for the next year would produce a return 
of approximately 6.4 per cent on an 


3 


original cost depreciated rate base from 
which to make reservation for surplus and 
contingencies. On the same basis, the 
company’s system operations would pro- 
duce a return of 2.8 per cent. The com- 
mission concluded that the intrastate re- 
turn was within a zone of reasonableness 
and not excessive. Re Kansas City Pub. 
Service Co. Case No. 13,850, January 23, 
1958. 


Court Determination Res Judicata in Reparation 
Case before Commission 


HE California commission dismissed 

a complaint by a customer of a gas 
and electric company for reparation based 
on a claim that the company had failed to 
advise him that he could avail himself of 
lower rates under certain schedules than 
the rates under which he was actually 
served. 

The customer did not complain of the 
reasonableness of the rates. 

The company asserted res judicata, 
pointing out that the case had already been 
adjudicated by a court and that the instant 
complaint was only a restatement of the 
earlier judicial action. 
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In cases of excessive charges or dis- 
crimination requiring the exercise of ad- 
ministrative functions, jurisdiction to 
award reparation rests exclusively with 
the commission. The courts have concur- 
rent jurisdiction in other reparation cases. 
The instant proceeding is the type of 
reparation proceeding in which the courts 
as well as the commission have jurisdic- 
tion, it was noted. The commission ruled 
that the doctrine of res judicata applied, 
necessitating dismissal of the complaint. 
Taylor (Taylor Foundry & Mfg. Co.) v. 
Pacific Gas & E. Co. Decision No. 56243, 
Case No. 5959, February 18, 1958. 


Electric Rates for Street Lighting, Traffic Signal, and 
Combined Lighting and Power Simplified 


HE Wisconsin commission authorized 

Wisconsin Power & Light Com- 
pany to revise its rates for street-lighting 
service, traffic signal service, large com- 
bined lighting and power service, and op- 
tional seasonal rural electric service. The 
changes were made for the purpose of 
simplification and removal of discrimina- 
tory inequities. 

Some customers would benefit while 
others would receive increased bills. The 
overall effect of the changes would not 
materially affect the company’s earnings. 
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Traffic signal service has been furnished 
under several optional conditions result- 
ing in unnecessary complications. The pro- 
posed change would substitute a single 
schedule for that service. 


Combined Light and Power Customers 


Rates for combined light and power 
service were increased. But the change 
would not affect customers whose month- 
ly use did not exceed 50,000 kilowatt- 
hours. The proposed change was intended 
to cure a discriminatory condition existing 
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in the combined light and power rate as 
compared to the industrial power rate. A 
utility may supply industrial power service 
under less stringent voltage regulations 
than required for lighting loads. Indus- 
trial power rates can thus be set at a lower 
level than combined lighting and power 
rates. 

However, through an oversight, the ex- 
isting rate at certain load factors and con- 
sumptions was lower than the industrial 


rate. The company’s proposal was in- 
tended to maintain the same differential 
between the combined rate and the indus- 
trial power rate for consumptions greater 
than 50,000 kilowatt-hours that exists at 
the 50,000-kilowatt-hour use. 

The state commission believed that 
this discrimination should be corrected 
and that the company’s proposal was rea- 
sonable. Re Wisconsin Power & Liaht Co. 
2-U-4840, February 6, 1958. 





Other Recent Rulings 


Pipeline Gas Allocation. The Federal 
Power Commission ordered allocations of 
gas from Panhandle Eastern Pipe Line 
Company and Trunkline Gas Company to 
serve a number of small Illinois communi- 
ties, upon proof of the pipelines’ adequate 
capacity as shown by the commission’s 


findings in previous proceedings. Re Town 
Gas Co. of Illinois et al. Docket Nos. 
G-9749 et al. January 22, 1958. 


Private Use. A federal court held that 
the Minnesota commission’s denial of a 
corporation’s request that a site on a rail- 
road’s right of way be set aside for its 
use as a public warehouse was supported 
by evidence showing that the corporation, 
which was not a licensed public ware- 
house, had formerly used the site as a 
public warehouse for storage of gasoline 
under a lease with the railroad, which 
lease was canceled, and that the corpora- 
tion would not make a different use of the 
site. Range Oil Supply Co. v. Chicago, 
R.I. & P. R. Co, 248 F2d 477. 


Pilot Rating Suspension. A federal 
court found that the Civil Aeronautics 
Board had properly suspended a pilot’s 
rating for six months because of an ac- 


cident resulting from poor planning and 
execution of the approach to an airport, 
although he was not found to be unquali- 
fied to fly and had violated no rule, regula- 
tion, or statute. Hard v. Civil Aeronautics 
Board, 248 F2d 761. 


Mandamus Discretionary. A California 
court in an action to compel a water dis- 
trict to supply water at a particular tap, 
held that mandamus is a remedy which is 
granted not as a matter of right but in the 
exercise of sound judicial discretion. 
Moore et al. v. Twentynine Palms County 
Water Dist. et al. 318 P2d 751. 


Train Discontinuance Warranted. The 
Louisiana supreme court affirmed a lower 
court’s annulment of a commission order 
denying a railroad permission to discon- 
tinue passenger trains where the record 
showed that, even if the railroad as a 
whole operated at a profit, losses oc- 
casioned by the passenger service in ques- 
tion were out of proportion to public de- 
mand. Texas & N. O. R. Co. v. Louisiana 
Pub. Service Commission, 98 So2d 189. 


Inadequate Hearing. The Texas su- 
preme court held that commission orders 
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authorizing amendments to motor carrier 
certificates were arbitrary and void for 
lack of supporting evidence where, with- 
out hearing public witnesses and permit- 
ting protestants to cross-examine, the 
commission had allowed the applicants to 
adopt the record in a previous proceeding. 
Texas R. Commission et al. v. Alamo Ex- 
press, Inc. et al. 308 SW2d 843. 


Gas Rate Increase. A small gas com- 
pany obtained authority from the Colo- 
rado commission to increase rates suff- 
cient to afford a return of 6.99 per cent. 
Re Rocky Mountain Nat. Gas Co., Inc. 
I. & S. Docket No. 408, Decision No. 
49518, January 24, 1958. 


Sale of Telephone.Company. The Il- 
linois commission approved a telephone 
company’s application for authority to 
purchase the plant and properties of a 
mutual company upon a showing that the 
service presently provided was inadequate, 
that the seller did not have resources to 
provide adequate service, that the sales 
contract set forth a fair and reasonable 
price, and that the applicant was ready, 
willing, and able to provide adequate serv- 
ice. Re Illinois Bell Teleph. Co. 44631, 
January 7, 1958. 


Telephone Acquisition and Certificate. 
The Illinois commission granted a tele- 
phone company authority to purchase 
properties of a contiguous exchange and 
a certificate to operate in the newly ac- 
quired area upon a showing that the com- 
pany was ready, willing, and able to pro- 
vide service and that both area subscrib- 
ers and the general public would benefit. 
Re Western Illinois Teleph. Co. 44565, 
January 7, 1958. 
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Carrier's Status. The Iowa supreme 
court, in upholding a commission de- 
termination that a contract carrier was il- 
legally operating as a common carrier, 
commented that the true character of the 
carrier’s operation is determined by what 
it has been doing rather than what it says 
it has been doing, and that limitations on 
service, unless substantial, will not affect 
a common carrier operation as a public 
service. Circle Express Co. v. Iowa State 
Commerce Commission et al. 86 NW2d 
888. 


Straight-line Depreciation. The North 
Carolina commission authorized Virginia 
Electric & Power Company to substitute, 
for accounting purposes only, straight- 
line depreciation for the 6 per cent com- 
pound interest method, so that level an- 
nual charges will be made over the esti- 
mated remaining service life of existing 
property, with annual charges on new 
property at a rate of 3 per cent for elec- 
tric property, 2.6 per cent for gas property, 
and 2.3 per cent for common utility prop- 
erty. Re Virginia Electric & Power Co. 
Docket No. E-22, Sub 36, February 27, 
1958. 


More Evidence on Producer Rates. The 
Federal Power Commission denied mo- 
tions by staff counsel and independent nat- 
ural gas producers to terminate rate pro- 
ceedings on grounds of lack of jurisdiction 
and erroneous ex parte suspension of con- 
tract rates, in view of considerable evi- 


dence in the record tending to show the | 


necessity of increased rates in order to 
maintain gas reserves and the current level 
of deliveries. Re United Carbon Co. et al. 
Docket Nos. G-9572, G-9573, February 
19, 1958. 
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Another big one—a 34.5kv, 4000-ampere MK-40 
single-pole air switch in locked-open position. 


LOWER OPERATING COSTS, LONG-TIME DEPENDABILITY 
with rugged DELTA-STAR MK-40 Air Switches 


ign features of MK-40 switches 


im; lified, factory-sealed blade- 
ting mechanism develops 
‘mum force where most 
d, locks blade in both open 
losed positions. 


basic design in all rated 
7.5kv to 400kv, 400 to 5000 
res, 


eless, non-rusting rotating 
tor bearings. 


adjustable mechanism; non- 
ipe-piercing set screws. 


These popular vertical-break switches offer long service life with lowest 
installation and maintenance cost. _ 

They’re built to withstand rugged service under severe ice and 
corrosive atmospheric conditions. 

They’re built to assure the best electrical and mechanical char- 
acteristics. High-pressure silver-to-copper or silver-to-silver contacts— 
minimum current interchange surfaces. 

They’re built to maintain contact pressure over years of service. 
‘Ample material is provided to dissipate heat even under short-cir- 
cuit conditions. 

MK-40 switches are available in current ratings from 400 to 5000 
amperes. 7.5 to 400kv. 

For full technical information, call your nearest Delta-Star repre- 
sentative or write Delta-Star Electric Division, H. K. Porter Company, 
Inc., 2437 Fulton Street, Chicago 12, Illinois: District offices in prin- 
cipal cities. 


i. K. PORTER COMPANY, INC. 


DELTA -STAR ELECTRIC DIVISION 


Connors Steel, Deita-Star Electric, Disston, Forge and Fittings, Leschen Wire Rope, Quaker Rubber, 
Refractories, Riverside-Alloy Metal, Vulcan-Kidd Steel, H. K. Porter Company (Canada) Ltd. 














Industrial Progress 


Consol. Ed. Sets 1958 Program 
| At $200,000,000 


CONSOLIDATED Edison Com- 
pany of New York estimates that 
requirements for more service—the 
expanding uses by present customers 
as well as new customers—will neces- 
sitate construction expenditures of 
$200,000,000 in 1958. 

New electric facilities will account 
for about $185,000,000 of the total 
budget. Most of the remainder is 
allocated to the gas and steam dis- 
tribution systems and plant common 
to all departments. 

Of the total electric budget, gen- 
erating station facilities account for 
approximately $80,000,000. Heavy 
expenditures will be made on the 
turbine-generator unit at the Arthur 
Kill station in Staten Island and the 
two units at Astoria station in 
Queens. At the Indian Point nuclear 
generating station excavation and 
work on foundations will proceed, 
and steel erection work on the giant 
sphere will start. 


New Brochure Presents Expanded 
Ross Facilities and Heat Transfer 
Products 
JUST published, a new illustrated 


brochure describes the men, facilities 
and products of American-Standard, 


Ross Heat Exchanger Division. 
Titled “This is Ross—Ready for 
You,” the publication shows how 
Ross puts primary emphasis on en- 
gineering in its exclusive role as a 
heat transfer specialist. Numerous 
illustrations demonstrate the broad 
range of applications for Ross equip- 
ment in practically every industry. 
Picture strips highlight the modern 
engineering and fabricating facilities 
in the newly-built Ross plant devoted 
completely to large surface conden- 
sers and specially engineered ex- 
changers. Photos also show the origi- 
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nal plant where smaller, standardized 
units are mass produced. Ross is said 
to produce industry’s most complete 
line of heat transfer equipment. 
Copies of brochure title “This Is 
Ross” can be obtained from Ameri- 
can-Standard, Ross Heat Exchanger 
Division, Buffalo 5, New York. 


Pennsylvania Power Puts Five- 
Year Construction Outlays 
At $198,000,000 


PENNSYLVANIA Power & Light 
Company expects construction ex- 
penditures for 1958 through 1962 will 
total $198,000,000, with the outlay 
this year an estimated $27,000,000, 
the annual report stated. 

Future expenditures, it is planned, 
will include $42,000,000 in 1959, 
$49,000,000 in 1960, $37,000,000 in 


1961 and $43,000,000 in 1962. The: 


largest expenditure this year will be 
for the new power plant at Brunner 
Island, 15 miles below Harrisburg 
on the Susquehanna river, and the 
largest unit, with a capability of 
330,000 kilowatts, is expected to be in 
service late in 1960. 


Record Construction Set for 1958 
By Potomac Electric Power Co. 


POTOMAC Electric Power Com- 
pany announced in its annual report 
it will undertake a record $60,000,000 
construction program this year, prin- 
cipally for additional generating and 
transmission facilities. 

This is the largest construction pro- 
gram in the history of the company. 


California Electric Power Plans 
Outlays of $21.3 Million 


CALIFORNIA Electric Power Com- 
pany’s construction program for the 
current year calls for expenditures of 
$21,300,000, according to the annual 
report. 


A-C Releases New Synzhr 


Generator Bullet n 


ALLIS-CHALMERS line of 
signed synchronous gencratg 
single bearing units for int: rna 
bustion engines, close-ccupl 
standard SAE flanges, or in tw 
ing units for belt drives or 
connection is described in a ney 
letin released by the company. 

Available in ratings fro 
through 150 kw at 1800 rp 
from 50 through 300 kw at 120 
the generators are designed to p 
efficient and economical stand 
continuous service in a full rat 
sizes from 37.5 to 375 kva. 

Many of the construction fq 
of the redesigned high-speed 
chronous generators are fount 
in large low-speed rotating 
ment, including field poles dov4 
to the shaft for maximum safef 
protection. 

Copies of the new bulletin, 
8909, are available on request 
Allis-Chalmers, Milwaukee 1, 
consin. 


Pacific Power & Lt. to Spe 
$58,906,000 for 1958 
Construction 


PACIFIC Power & Light Com 
1958 construction program—at 
breaker for the third consecutiv 
—will see the completion of 
major power generation p 
which will add 349,000 kilowa 
generating capacity to the com 
resources. 

Pacific will spend $58,906,00 
ing the year to complet: wi 
Swift, Merwin and the Dave 
ton plants, construct trans nissi 
cilities and to expand ard im 
services for customers iv thi 
state operating area. 

Work on power develoy met 
ects and related transmi;sio 
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INDUSTRIAL PROGRESS—( Continued ) 


e more than $42,000,000 
| budget. 

hases of the program in- 
letion of these generating 


ydroelectric project on the 
‘r, with capacity rating of 
lowatts and maximum out- 
),000 kilowatts. Swift will 
e the world’s highest earth- 


),000-kilowatt Dave Johns- 
-electric plant near Glen- 
., which will be fired by 
deposits PP&L is develop- 
verse county. 

ion of a third 45,000-kilo- 
rating unit at the Merwin 
ie Lewis river. 


licopter Aids in Setting 
Poles and Towers 


RAL unusual uses of the ver- 
helicopter have been reported 
uthern California Edison Com- 


-58 (Sikorsky) whirlybird was 
by the company recently for 
precision jobs as setting wooden 
bution poles, pouring concrete 
blacing huge sections of steel 
ission towers—all in rugged 
ain terrain. 
one spectacular operation, the 
even picked up a complete 
, carried it over ridges and 
s and then placed it gently on 
tings several miles away. 
s part of what will become a 
volt transmission line linking 
1's Saugus and Chatsworth sub- 
s was built entirely without the 
access roads in the Santa 
ountains, company officials 
it. 
d equipment were flown 
clear each tower site and 
ition holes. Cement hop- 
then airlifted to the sites 
ig the concrete loads, and 
the actual deliveries. 
ving capacities of 4-cubic 
‘quipped with rubberized 
e loaded on the ground, 
ed to a hook dangling be- 
opter. 
‘oncrete for the four foot- 
wer was poured in about 
~a job normally requiring 
‘ay using ground forces 


joi.ing the tower sections, 
‘neineers devised a special 
ide shoes.” As the ’copter 


into position, the “shoes” 


section and held rigidly until it could 
be bolted. 

In two other recent Edison con- 
struction jobs, wooden distribution 
poles—fully equipped with crossarms 
and insulators—were set entirely by 
helicopter. 

In the Le Cumbre Peak area north 
of Santa Barbara, 20 poles were set 
in holes in the first hour of opera- 
tion. Similarly impressive-time-saving 
figures are expected to emerge from 
another pole-setting operation now 
underway in the High Sierra. 

Edison is building a 16,000-volt 
power line from the company’s Big 
Creek powerhouse No. 8, near Kins- 
man Flat, to the construction site of 
its $49,600,000 Mammoth Pool hy- 
droelectric project. The poles are be- 
ing flown to positions ranging from 
a few hundred yards to 12 miles. 


New RLM Standard 
Specification Book 


THE RLM Standards Institute has 
just published the 1958 Edition of 
the RLM Standard Specifications 
Book, a reference guide designed for 
all persons concerned with the pur- 
chasing, specifying or selling of in- 
dustrial lighting units. 

To keep pace with latest lighting 
developments, RLM Standard Speci- 
fications for fluorescent and incandes- 
cent fixtures most widely specified for 
modern industrial lighting have been 
further strengthened in the:areas of 
efficiency, design and construction 
quality. New specifications are also 
included in the 1958 Specification 
Book covering: 1) 2 lamp and 3 lamp 
Special Service fluorescent units; 2) 
3 types of units utilizing 800 ma. 
fluorescent lamps; 3) new incandes- 
cent reflector sizes ; 4) new mounting 
specifications for fluorescent units. 

Technical data in the new 1958 
Edition has been simplified and con- 
densed by incorporating all specifica- 
tions pertinent to all fixtures into a 
new, single Specification “101.” As 
an added convenience feature, each 
individual specification is contained 
on the front and back side of a single 
page. Pages may be easily detached 
from the book and placed with a 
lighting equipment quotation or 
specification. 

Copies of the 1958 RLM Standard 
Specifications Book are available 
without cost or obligation from the 
RLM Standards Institute, 326 W. 
Madison street, Chicago 6, Illinois. 


(Continued on page 26) 





WILL MAKE THEM 
AY ae 47-0 8) 
LONGER 


Even though your poles 
were choice specimens before 
placement, 10 or 15 years ago, 
they are probably “ready to go” now, 
unless they receive proper treating. 


Osmose full length treatment 
PROTECTS a utility pole from 
TOP to BOTTOM from wood destroying 
fungas decay. Osmose crews, 
through its subsidiary, 

Pole Sprayers, Inc., will treat 
and save your decayed poles 
for a small fraction of their 
replacement cost. 


SEND FOR THIS! 

We have an illustrated, fact-filled booklet 
that explains and illustrates how 
your company can make substantial 
savings in your pole plant as well as 
enhance safety and continuity of service. 


WRITE FOR THIS FREE BOOKLET ! 













The Cleveland SOW 
...a real money maker 
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Does All 3 Jobs Better...with Only 1 Man 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE «+ CLEVELAND 17, OHIO 














INDUSTRIAL PROGRES 
( Continued ) 


Fasco Industries Appoints 
N. Y.-N. J. Manager of 


E. B. THOMPSON, vice pr 
in charge of sales of the Coy 
Products Division of Feseo 
tries, announces the appc int 
Joseph Lovett as manager of sq 
the greater New York-} ew & 
area. Formerly with Knay p-M 
and Revere Copper & 8rag 
Lovett will direct the sal °s of 
portable fans, ventilatin. fag = 
power range hoods. Fasc) wily ~ 
a sales office in New Yor ~ 
shortly. 





















A. P. Bowman, J. |. Ona 
Named to New Post: at 4 


ALLIS-CHALMERS as 
A. P. Bowman manager of t 
waukee district office atid Ja 
Onarheim to the new post 0 
ager of utility sales, Milwauk 
trict. Mr. Bowman was man 
the company’s Rockford, Ill, 
office since 1956. Mr. Onarhej 
a sales representative in Mi 


since 1948. 









































Opportunities of Ele 
Engineers Explained 
Students in New Book 


THE vital role of the electric 
neer in the world of today 
even more extensive opportuni 
tomorrow’s “world without lim 
explained to pre-college stude 
their parents in the illustrated 
let, “The Indispensable Man 
released by the American | 
of Electrical Engineers. 

The booklet emphasizes J 7)... p 
pendency of modern civilizai 
the achievements of the electri - 
gineer which have made hi isl one 
dispensable.” The great need co ist 
nation and the world for Gtr 45 
engineers in the future is po ., ai 
and the steps an interested boy 
can take to follow a career i 
the many field’s of electr cal el A. tye 
ing are outlined. 

The student is advisec on hi 
to prepare in high school for tlt 
of engineering in college andi re ui 
eral aspects of a college lee In 




















neering curriculum are lesct! 1p 
list of colleges and univ-rsitig ft: ve 
ing accredited curricula toa si og 
gree in electrical engin ering r 
cluded. The opportunitics aw ail 
student after graduation indt prog 

procedures he must foll w #4; A, 
a licensed engineer are ¢ \Scuss tty 





(Continued on paye 2) 
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This was the problem in 


Houston...This is how 


Anchor helped solve it 


The Houston Lighting & Power Company was 
bu'lding a major transmission line to the 
is ond city of Galveston. Crossing the Intra- 
co istal Waterway presented a problem in 
tr’ asmission tower design: make them high 
er ugh to provide clearance for ships, yet 
nc so tall as to present a hazard to aircraft. 


A: chor Metals, working closely with Hous- 
to Lighting & Power Company engineers, 
hi 9ed design towers to meet the unusual 
re uirements. 


In approximately one month, the special 
‘ers were detailed, fabricated and 
si oped. And Houston Lighting & Power 
C:npany was able to continue its expansion 
program without serious delay in construction. 
A 


+ 


i Anchor, service and quality is the slide 
rule of every operation. 









oe. 
LYDE F. MOONEY, PRES 


4 
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INDUSTRIAL PROGRESS—( Continued) 


The three main branches of electri- 
cal engineering — electronics com- 
munications and power—and the dif- 
ferent types of work in each branch 
are covered. A brief review of the 
history of electrical engineering and 
an explanation of how the engineer 
differs from and works with the sci- 
entist are also presented. 

The booklet may be obtained, free 
of charge, by addressing requests to 
the American Institute of Electrical 
Engineers, 33 West 39th Street, New 
York 18, New York. 


Cleveland Trencher Appoints 
Western Pennsylvania 
Distributor 
A. T. GREEN Machinery Company, 
Route 8, Pittsburgh, Pennsylvania, 
has been appointed as distributors for 
the complete line of Cleveland trench- 
ers, sidecranes, backfillers and tampers 

in western Pennsylvania. 

Green’s sales, parts and service per- 
sonnel have been factory-trained at 
the Cleveland Trencher Company. 
They are now servicing Cleveland 
equipment from a complete stock of 
genuine Cleveland parts. 

Cleveland trenchers and backfillers 
have a wide range of applications. 
There are six wheel-type trencher 
models in the line with digging ca- 
pacities ranging from 9 to 52 inches 
in width and to 7 feet, six inches in 
depth. They are employed on trench- 
ing projects of al] types: utilities dis- 
tribution work, building footings and 
foundations, farm drainage and irri- 
gation trenching, cable and conduit 
installation, highway widening and 
drainage, sewer and water lines, field 
and gathering lines and cross-country 
pipelines. The Cleveland line also in- 
cludes two sidecrane-backfiller models. 
The smaller model also includes a 
tamper unit and is widely used in util- 
ities distribution work. The larger 
model is used principally for pipeline 
backfilling and heavy duty applica- 
tions. 


West Penn Electric Budgets 
$52,000,000 for Expansion 
In 1958 


WEST Penn Electric Company and 
subsidiaries have budgeted $52,000,- 
000 for gross property additions this 
year, the annual report said. 

This will include initial expendi- 
tures for a second generating unit at 
Willow Island station of Monongahela 
Power Company which will have a 
‘rating of 165,000 kilowatts and is ex- 
pected to be in operation by 1960. 


$65,000,000 Program Planned by 
Cleveland Elec. Illum. 


IN order to assure its ability to keep 
pace with the electric needs of North- 
east Ohio in the years ahead, The 
Cleveland Electric Hluminating Com- 
pany has set its 1958 expansion pro- 
gram at $65,000,000—an all-time com- 
pany high. 

Construction expenditures amount- 
ed to $38,000,000 in 1957, increasing 
property and plant value by 7.3 per 


cent, to $472,000,000. 


A.G.A. to Sponsor Gas 
Appliance "Parade of Progress" 
At 1958 Convention 


SIGNIFICANT NEW developments 
in gas appliances and utilization tech- 
nology will be dramatically demon- 
strated before the nation’s gas indus- 
try leaders at the “Parade of Prog- 
ress” exhibit which the American Gas 
Association will sponsor during its 
annual convention in Atlantic City, 
N. J., October 13-15. 

H. Vinton Potter, vice president of 
Oklahoma Natural Gas Company, 
Tulsa, Okla. and chairman of 
A.G.A.’s Exhibit Planning Commit- 
tee, reports that the “Parade of Prog- 
ress” will be educational rather than 
promotional in nature. Exhibits will 
be limited to gas utilization items 
which have become commercially 
available since October, 1956, or that 
will soon become commercially avail- 
able, and to prototypes of important 
new gas utilization devices still under 
development. 

Exhibit will be on an invitational 
basis, issued by the Exhibit Planning 
Committee. Final selection of items 
that qualify under the ground rules 
will be made by Mr. Potter’s commit- 
tee, with the assistance of the Associa- 
tion staff and the General Convention 
Committee. Sales managers of mem- 
ber gas utilities have been asked to 
help by suggesting gas utilization 
items that they believe would meet the 
ground rules for the exhibit and that 
should be considered for inclusion in 
the “Parade of Progress.” 

“Parade of Progress” exhibits will 
be limited to important new develop- 
ments in gas utilization and will not 
include full lines of equipment, re- 
finements in styling or design. Invi- 
tations will be sent to the manufac- 
turer or developer of a new utilization 
item rather than to the commercial 
user. Displays will be working models 
and will be demonstrated to empha- 
size the new development rather than 
the appliance itself. Items must be 


A.G.A.-approved if they are 
commercially available. Exh 
will be limited to members of 
and the Gas Appliance Manufaq 
Association. 

High on the list of attrac ‘ions 
October convention exhibi: wi] 
dramatic “Parade of Nev Fr 
Gas Kitchens and Laundr es,” 

One section of the exh bit y 
devoted to new developme 1ts in 
dential gas summer air cc nditi 
Other displays will feature gasy 
erators and smokeless ov orle 
incinerators, as well as verious 
of new residential, industri il and 
mercial gas utilization equi 
Also to be displayed will be ey 
from A.G.A. Laboratorie. and 
agencies with which the ssogii 
has research contracts. 3 


Sanborn Map Company Cr 
New Division for Service 


CREATION OF New Special 
ice Division of the Sanborn Map 
pany (Pelham, N. Y.), to emp 
the company’s activities in the 
of municipal, county, state and f 
government and private enterpri 
cluding public utilities, has bee 
nounced by C, P. Herbell, preg 

The new Division is_heate 
Vice President Carroll F. 
who has been associated wit 
company since 1923, R. B. Holl 
company secretary-treasurer, ha 
named manager of Utility Se 
including electric, gas and ol 
panies and R. E. Barraclough 
rector of planning activity, ¥ 
Service Division. 

The Division will concentra 
mapping services for city and re 
planning agencies and public wt 
The latter field is directed ato 
zations in public services sucha 
tricity, gas, water, telephone, § 
and transit. 

Sanborn map service utilia 
fields outside of fire insurance, 
land use, property ownership, 
transmission and distribution 
along with regulatory anc prot 
devices, economic classification 
ing, building condition, populatid 
tribution, parking and commutl 
cilities and traffic flow. Such ma 
brought up to date annual’y. 

In its Special Services 4 
Sanborn calls upon a vas' acti 
tion of land use informatin Wi 
has acquired since incept on 0 
mapping in the middle o: the 
teenth Century. Sanborn ‘:as 
almost everv United States tol 
more than 2,000. 





Houston Lighting & Power Company's 50-ton 855B-LC 
crane with extra long crawlers shown at work with 
2% cu. yd. dragline bucket—their 4th P&H machine. 


truck cranes and excavators 


the swing’s the thing! 


roller circle—a PxH exclusive—gives ® Larger P«aH brakes for better 
50-ton PxH 855B-LC the smoothest, braking action 

est swings in the industry. Just one of e Sturdy, all-welded construction 

iy reasons why it out-loads,. out-lifts, 
digs and out-performs other machines 
he 50-ton class. Other profitable per- 

mance features include: 


Each year more and more public utilities up- 
grade their equipment to the greater speed, 
power, flexibility and profitable performance 
of P&H truck cranes and excavators. Get the 


3 ° 
PO triple safe planetary boom facts from your P&H dealer. Or write for full 
hoist for accurate lowering of 


boom under power information. 


® Hydraulic controls for smooth, 
precise operation 


® Rugged alloy steel, lattice-type Construction & Mining Division 
boom Milwaukee 46, Wisconsin 


THE PaH LINE Excavators: 4-%-1-1%-1%-2%-3%and4yards Truck Cranes: 10- 12% - 15 - 20 - 25 - 30 - 35 - 45 and 60 tons 








’ i 
AN INFORMATIONAL PROGRAM FOR UTILITY EMPLOYEE; 


The P.U.R. Guide 


® A new and different approach to the educational needs of utility employees — call :d 
THE P.U.R. GUIDE — is now being used by many companies. Somewhat descriptive y, 
the GUIDE is referred to as “a journey of understanding.” It takes the user through t 1e 
economics of public utilities and through many other non-technical phases of utility c9- 
eration. It was organized by and is issued under the general supervision of an experienc :d 
staff of specialists. 


&> THE P.U.R. GUIDE program is a systematically and consecutively arranged series of 
weekly lessons, in pamphlet form, offering a simplified, progressive, step-by-step stcry 
about the nature of the utility business, its important place in the American economy, tie 
present conditions under which it is conducted, its day-to-day objectives and responsibili- 
ties, the existing problems with which it is confronted and other current subjects arisiag 
in connection with organization, financing, management, operation and regulation. This p'o- 
gram adds guidance to experience in the development of the “management team.” 





































Features of THE P.U.R. GUIDE 


50 issues of 8 pages (one each week) 




























Certificate of meritorious completion 









Glossary of words and terms and complete index 








Ring binder embossed with enrollee’s name ation of 




























Leader’s Manual for group discussion pin stean 

Occasional reprints from Public Utilities Fortnight! i. C 

tation, 

Enrollments on company order only tocomp! 

Next group—April 1, 1958. ¢ Comy 

gned for 

Comments about THE P.U.R. GUIDE DOF., hes 

One of the best educational programs we have had in I am sure the total series of 52 will prove of ines ; . 

years. ree mable value to the utility industry. in Tvpe 

Division Manager Vice President & General Managqmpipin . 

is i i in - fabri-ate 

Ng he Pegged rtd program that is needed in I would like to have received it twenty years ago. wall: ds 

Vice President Division Manat ieee: fa 

< 

I know of no better source for obtaining information We feel that THE P.U.R. GUIDE training progumhat — w 
it contains. District M is being well received. 

istrict Manager Training Coordinat 
Sar vale wg Regge sll Won see. I find the material very interesting and instructive #M- VK 
President Division Manat 
i dian i ogg 
All of the men are interested and believe the studies We are pleased we have had an opportunity +0 Of@MBine x 4, 
to be quite worthwhile to them. the course to our management people. 





Division Manager Employee Relations Dep:rtmt 









Those in charge of employee education or training may obtain further information from: 










PUBLIC UTILITIES REPORTS, INC., Publishers 
332 Pennsylvania Building & Washington 4, D.' 














ation of the Type 316 Stain- 
pin steam piping for Philadel- 
lectric Company’s new Eddy- 
Station, Unit No. 1, comes 
tocompletion—in The M. W. 
¢ Company’s Jersey City 


gned for use at a record 5,000 
)OF.,‘ hesesteamlinesrequired 
avies: wall thicknesses ever 
in Tpe 316 steam-electric 
pipin: . 
fabri-ate 2,400 ft. of such 
wall. d stainless piping to ex- 
ications is, in itself, a 
w fabricators could be 


es 
Sages 
aol 


entrusted to undertake. For many 
years M. W. Kellogg has been test- 
ing and evaluating materials, and 
perfecting fabricating techniques, in 
conjunction with the foremost power 
companies and major equipment 
suppliers. This experience assures 
today’s ultimate in operating effi- 
ciency. 

Kellogg welcomes the opportunity 
to discuss its complete power piping 
design, fabrication, and erection fa- 
cilities with consulting engineers, 
engineers of power generating com- 
panies, and manufacturers of boilers, 
turbines, and allied equipment. 


Fabricated Products Sales Division 
KELLOGG COMPANY, 711 THIRD AVENUE, NEW YORK 17 


A SUBSIDIARY OF PULLMAN INCORPORATED 


099 Co., Ltd., Toronto « Kellogg International Corp., London * Kellogg Pan American Corp., New 
99, Paris eCompanhta Kellogg Brasileira, Rio de Janeiro * Compania Kellogg de Venezuela, Caracas 





KELLOGG’S 






FABRICATING 





TECHNIQUES 


KEEP PACE 


Photo above, of section of Type 316 piping 
being welded, dramatically shows ratio of wall 
thickness to inside diameter. This section has 
already been bent, in rear, to a 90° angle. 
Below, welded joints of smaller section of Type 
316 being ground to dimensions. The bend on 
this section is visible at left. 


POWER PIPING—-THE VITAL LINK 

















ins as 


4s} b ae 4 
aged sg ‘the 


For Chief Joseph Dam in Washington State 


Cast buckets are welded to cast crown 
and band—then stress relieved 


The Francis-type runner above illustrates Newport Before you go ahead on a project like this, bes 
News’ complete facilities for fabricating heavy equip- get a bid from Newport News. Whether it’s pets 
ment. butterfly valves, pumps or turbines, you’ll get the 

It also illustrates the specialized techniques Newport fit of the modern plant methods and production 
News frequently uses in jobs of this type. Gibson tests ties of one of the country’s oldest and laryestb 
for these units are very favorable. of water power equipment. 


Engineers. . . Desirable positions available at Newport Newp * r £ We 


News for Designers and Engineers in many categories. s 143 mp 
Address inquiries to Employment Manager. Ship building and Dry Dock Cc - 
Newport News, Virginia 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








63 years of leadership in property valuation 
The AM E R ICAN APPRAI SAL Company 


Home Office: Milwaukee 1, Wisconsin 


Offices in 18 cities coast to coast 














CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 


ENGINEERS & CONSTRUCTORS 
NEW YORK PHILADELPHIA CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 











%* Standby 
%* Augmentation 
* 100% Town Supply 


Design ¢ Engineering ¢ Construction 


11 WEST 42ND STREET NEW YORK 36, N.Y 


Ford, Bacon & Davis 
“serous” Engineers orgie" 


NEW YORK @ CHICAGO @ LOS ANGELES 
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PROFESSIONAL DIRECTORY 


(continued) 





GIBBS « HILL, inc. 
Consulting Engineers 
DESIGNERS ® CONSTRUCTORS 
Los Angeles NEW YORK Tampa 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON © PHILADELPHIA © NEW YORK 


GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty. Street New York 5, N. Y. 














Harza Engineering Company 
Consulting Engineers 


Calvin V. Davis Richard D. Harza E. Montford Fucik 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION 1 i FLOOD CONTROL — 
IRRIGATON — RIVER BASIN DEVELOPMEN 


400 West Madison Street Thais 6, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, OIIIO 











Mention the FortNicHtLy—I/t identifies your inquiry 
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JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS—REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











oe Ku lj ian loyovalion 


MGEUNEERS «© CONSTRUCTORS 
POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 





William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR reuecetnn 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 














Pioneer Service & Engineering Co. 


CONSULTING, DESIGNING AND : SPECIALISTS IN 
OPERATING ENGINEERS Hf ACCOUNTING, FINANCING, RATES, 
PURCHASING ‘ y INSURANCE AND DEPRECIATION 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 














SANDERSON & PORTER 


CONSTRUCTION © REPORTS & 
SURVEYS 
NEW YORK NEW YORK 














Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants. 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, Ill. 
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DESIGN e CONSTRUCTION 

Stone & Webster enous. armrasats 
ENGINE NG CORPORATION EXAMINATIONS 
CONSULTING 
ENGINEERING 


New York Boston Chicago i ehaaselteaae| Houston 
San Francisco Los Angeles Seattle Toronto 





The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 
DESIGN—SUPERVISION HANDY -WHITMAR INDEX 


for Publi i 
REPORTS—VALUATIONS Pe ey 


Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 














ENGINEERS, CONSTRUCTION AND 
a MAINTENANCE CONTRACTORS 
Abrams astel Survey for the GAS INDUSTRY 
. ome CONSOLIDATED 
rie seg Sept gion GAS ano SERVICE CO. 


Engineering work. 327 So. LaSalle St., Chicago 4, iil. 
Abrams Bldg. Lansing, Mich. 




















BURNS & McDONNELL GANNETT FLEMING CORDDRY AND CARPENTER, INC. 


Engineers - Architects - Consultants ENGINEERS 
KANSAS CITY, MO. HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
P. O. Box 7088 Original Cost and Depreciation Studies 


Phone: DElmar 3-4375 Rate Analyses—Insurance Surveys 























EARL L. CARTER FRANCIS S. HABERLY 


Consulting Engineer CONSULTING ENGINEER 


REGISTERED IN INDIANA, NEW YORK, OHIO, : ee 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY Valuation—Depreciation 
Public Utility Valuations, Reports and ‘pati 

Original Cost Studies Investigations and Reports 


910 Electric Building Indianapolis, Ind. 122 SouTH MICHIGAN AVENUE, CHICAGO 

















Mention the FortNIGHTLY—It identifies your inquiry 
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JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil * Nuclear ¢ Architectural 
4 


FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


%, ov 
*BisHEd * 





PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils—Mechanics 
Testing—Inspection—Analysis 
Main Office, Pittsburgh, Pa. 

32 Laboratories in Principal Cities 

















LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 








A. S. SCHULMAN ELEctTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
Power STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


— S. MICHIGAN AVE., CHICAGO, Id. 
es 


Los Ange! Tampa 











J. F. MeMAHON ASSOCIATES, INC. 
Engineering Consultants 
INSTRUMENTATION AND CONTROL 
STUDIES @ REPORTS 
DESIGN @ SUPERVISION 


P. O. DRAWER 3908, SHAKER SQUARE STATION 
CLEVELAND 20, OHIO 
GArfield 1-4834 








The R.W. STAFFORD CO. 


GAS CONSULTANTS — ENGINEERS 

CONSTRUCTORS 

Natural Gas Conversions 

Plant Management & Operations 

Accident & Insurance Investigations 

Peak Shaving & Standby Plants 

EVANSTON, ILLINOIS 
2944 Grant St, Phone UNiversity 4-6190 
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SVERDRUP & PARCEL, INC. 


Engineers — Architects 


Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis . San Francisco ° Washington 








A. W. WILLIAMS INSPECTION CO,, INC. 


Specialized Inspection Service 





Crossarms, Lumber, Crossties, Poles, Piles, 
Preservative Treatment and Preservative Analysis 
208 Virginia St., Mobile, Ala. 





























New York St. Louis Portland 
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La 
Q-Panel walls grace the new Elrama Power 


Why fine new power Plant (above) near Pittsburgh. It was designed 


by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 


plants ever ywhere Corporation was General Contractor. 
have Q-Panel Walls 


ilders of new power plants in all parts of the country 
hve specified Q-Panel walls for the following very good 
asons: 1. Q-Panels are permanent, dry and noncom- 
stible, yet may be demounted and re-erected elsewhere 
keep pace with expansion programs. 2. Q-Panels are 
tht in weight, thus reducing the cost of framing and 
undations. 3. Q-Panels have high insulation value... 
perior to a 12” masonry wall. 4. Q-Panels are quickly 
talled because they are hung, not piled up. An acre of 
all has been hung in 3 days. For more good reasons for 
sing @-Panel construction, use the coupon below and 
rite for literature. 














Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 
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Please send a free copy of your Q-Panel Catalog. 





NAME 





FIRM 





H. H. Robertson Company 
24 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 


ADDRESS 
PUFi 
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Shown: New Dodge Tradesman—a pick-up with sid 


You get extra quality at no extra cost-— 
Dodge is one of the low-priced 3! 


You may be surprised to know, for instance, that a 
standard Dodge Power Giant V-8 pick-up costs 
$2.66 less than pick-up ‘“‘F’’, and only $5.50 more 
than pick-up “C” .. . that a rugged Dodge Power 
Giant panel costs less than either panel ‘‘F’”’ or 
panel “‘C’’*. Yet Dodge Power Giants give you many 
more advantages, leading the low-priced three in all 
four important ways: 

First in power! Discover the extra traffic pep and 
extra pulling power that you get from Power Giant 
V-8’s, with up to 27.5% more power than com- 
petitive trucks. 

First in payload! You'll find you get as much as 
14 more payload per trip, because Power Giant 
construction adds extra strength without adding 
weight. You save trips, man-hours and fuel! 


4-way leaders of the low-priced 3 


First in economy! In addition to low 
you save with exclusive Dodge Power-Dom 
engine design that gives you extra gas mileag 
reduces power-robbing carbon deposits. 


First in styling! Your business gets a p 
bonus with a Dodge Power Giant. Its striking 
headlights, massive new grille and flowing, 
tured lines set new truck styling trends. 


Despite all their advantages, Dodge truci 
priced with the lowest. So before you buy ny 
look into these handsome, rugged new Poi erG 
Compare trucks, and compare prices. Se 
Dodge dealer soon, and get his spe ‘ial 
Anniversary deal! 

*Based on official factory-suggested retail V-8 1 ‘its 


DODGE PewerGich: 





